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THE FOREST SERVICE COST REDUCTION AND 
FISCAL ACCOUNTABILITY ACT OF 1998 



wednesday, july 29. 1998 

House op Representatives, 
Committee on Agriculture, 

Washington, DC. 

The committee met, pursuant to call, at 2:00 p.m., in room 1300, 
Lon^worth House Office Building, Hon. Robert F. (Bob) Smith 
(chairman of the committee) presiding. 

Present: Representatives Ewing, Doolittle, Goodlatte, Pombo, 
Smith of Michigan, Biyant, Blunt, Thune, Stenholm, Condit, Peter- 
son, Minge, Pomeroy, Baesler, Berry, Goode, Stabenow, Etheridge, 
Johnson, and Boswell. 

Staff present: Paul Unger, majority staff director; David Tenny, 
professional staff; Dwight Fielder, Callista Bisek, Danelle Farmer, 
and Wanda Worsham, clerk. 

The Chairman. Well come to order, please. I have a statement. 
And then Fll call upon the gentleman fi-om Texas. 

OPENING STATEMENT OF HON. ROBERT F. (BOB) SMITH, A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OR- 
EGON 

The Chairman. The purpose of this hearii^ today is to consider 
H.R 4149, the Forest Service Cost Reduction and Fiscal Account- 
ability Act of 199B. We appreciate those who have joined us to com- 
ment on this legislation and to make recommendations on how to 
improve it. 

Over the last few months, the committee has focused its atten- 
tion on how the Forest Service manages its financial resources. Tbe 
central question we have explored is whether the Forest Service is 
using taxpayers' dollars in a way that will minimize overhead costs 
and improve the delivery of goods and services to the millions of 
Americans who live, work, ana recreate in our national forests eadi 
year. Our findings, frankly, have been disappointing. Let me re- 
view a few of them. 

We have learned that, despite an estimated road construction 
backlog of some $10 billion, the Forest Service budget request for 
road construction and then reconstruction actually sought nearly 
$5 million more for overhead than it did for road reconstruction. 

According to the GAO, overhead costs chained to the five off- 
budget fitnds which were established to carry out critical on-th«> 
ground management have increased by 80 percent over the last 5 
years and now exceed 27 percent of the total expenditures from all 
of those funds. 

(1) 



dbyGoot^le 



Forest Service data show that overhead charged to the Timber 
Sale Program increased by 46 percent between the year 1992 and 
1996 and now comprise over 31 percent of the total cost of the pro- 
gram. Such data shows that overhead costs exceed the combined 
annual costs of environmental analysis; appeals eind litigation; road 
design, construction, and maintenance; brush disposal; reforest- 
ation; transportation planning; and silvicultural ex£uninations. 

The rising cost of overhead is hindering the ability of the Forest 
Service to carry out its core missions on the ground. Despite in- 
creases in annual appropriations in many areas over the past sev- 
er£il years, actual on-the-ground accomplishments have declined. 

The Forest Service does not presently have an adequate system 
in place to identify and reduce excessive overhead costs. The GAO 
has observed that over the last several years the Forest Service has 
completed a number of internal studies resulting in recommenda- 
tions for reducing costs and improving agency accountability. Yet, 
none of these has ever been implemented in any meiiningfiil way. 

Perhaps most disappointing among those has been the effort to 
put into place an "all-resources" cost accounting system. We under- 
stand that's coming. Such a system has been "in the works" since 
1988 but has never been completed. It is certainly long overdue. 

The Forest Service has told the committee that in order for fiscal 
accountability to improve, the agency must first be able to produce 
reliable finiinciiil data. The agency has informed the committee 
that it currently has a plan in place to improve the accuracy of its 
data and better track the fmancial performance of the agency. The 
Conunittee has been assured that if it will leave the agency to its 
own devices, it will reform itself in time. 

This process we are told will require an immediate increase in 
administrative staff. Ironically, while the committee has been told 
that these new hires can be made before the end of the year, the 
reforms they will be hired to make may take as many as 10 years 
to produce. 

This plan appears to be little more than a waiting game. If plan- 
ning can be prolonged long enough, meaningful reform can be 
averted and status quo maintained. It seems that that has been the 
agency practice for a decade. Few in Congress expect the game 
plan to change if the agency is left to its own devices. 

Congress has grown impatient with such bureaucratic group- 
think. That was the message that came last week from £m amend- 
ment to the Interior appropriations bill. The funendment, offered by 
Mr. Miller of California, prohibited the use of K-V funds for over- 
head. It won by a convincing margin. 

The underlying message of the Miller amendment is clear. Con- 
gress is not willing to wait 10 years for the agency to fix its fiscal 
accountability and overhead problems. The time to fix them is now. 

Surprisingly, the Chief of the Forest Service, the Secretary of Ag- 
riculture, and the White House were silent on the Miller amend- 
ment. And I don't know why. If the administration supports tJic. 
Dombeck's plan for making the agency more fiscally accountable, 
then one would assume it would oppose any effort to radically 
change that plan. Yet, there was no message to that effect trans- 
mitted to the Congress. Congress is left to wonder whether the ad- 
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ministration truly supports the chief or whether it, like Congress, 
believes that reform is proceeding too slowly. 

For the record, I opposed the Miller amendment, not because I 
was defending the Forest Service's track record but because I be- 
lieve, I think as the Forest Service does — I'm not sure — that the 
amendment went too far too fast. The Miller amendment is puni- 
tive and in my judgment will do more harm than good. My objec- 
tive is not to punish or destroy the Forest Service but, rather, to 
improve it. 

That's why I have introduced H.R. 4149 that we're going to hear 
today. This bill will address the issues of overhead and nscal ac- 
countability in a more constructive and I believe responsible way. 
In my opinion, it will ultimately achieve the results intended by 
the Miller amendment with greater precision and with fewer unin- 
tended consequences. 

The bill is designed to be consistent with the requirements of the 
Government Performance and Results Act. It requires the ^en^ 
to identify specific objectives for reducing overhead and improving 
accountability. The bill does the following. 

One, it requires the Forest Service to account annually for the 
direct and indirect costs associated with all of the programs it ad- 
ministers by moving immediately to a "all resources" nnancial re- 
porting system. 

Two, it requires immediate limitations on the overhead the agen- 
CT may charge to off-bud^t iunds find establishes a schedule for 
eliminating tne use of on^budget funds for overhead totally. This 
will require all overhead for the administrative off-budget funds to 
come from annual appropriations. 

Three, it requires the Forest Service to fully disclose in each 
year's budget request the amount of overhead needed to administer 
each program administered by the ^ncy. This will require the 
agenqr to defend its overhead during the appropriations process. 

Four, it requires the Forest Service in cooperation wim the Gen- 
eral Accounting Office and the USDA OfUce of Inspector General 
to develop a 5-year strategic plan to identify and reduce excessive 
costs, incroase the use of private sector contracting, and establish 
incentives for line ofKcers and other decision-makers to manage 
with greater efficiency and cost-effectiveness. 

Five, it establishes third party audits of the implementation of 
the strategic plan by the GAO to assess whether it is achieving the 
desired results. 

Sixth and finally and most importantly, the bill requires that fis- 
cal reforms be structured and implemented so as to improve out- 
puts of goods and services to the taxpaying pubUc. I want to em- 
phasize that the overriding objective of this bul is to ultimately im- 
prove on-the-ground results by taking more money out of the hands 
of the bureaucrats and putting it into the hands of the forest man- 
agers. 

Today we will hear comments from the Forest Service, taxpayer 
fnoups, forestry professionals, and national forest constituents on 
uie merits of the bill. And because of the change in scheduling, 
some of our originally scheduled witnesses will not be able to join 
us. However, without objection, I wish to enclose their thoughts in 
the record, specifically comments from the General Accounting Of- 
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fice and the United Brotherhood of Carpenters and Joiners of 
America. 

The intent, again, of this bill is to help the Forest Service reduce 
costs, limit overhead, improve outputs of goods and services, and 
be more accountable to the Congress find to the taxpayer. My goal 
ia to certainly never to punish the Forest Service but to benefit mil- 
lions of Americans who hve, work, and recreate in our national for- 
ests every day. 

And may I emphasize that if the message isn't out to the Forest 
Service, it should be by the two actions that we just mentioned. 
The first is the Miller amendment, which took $46 million and 
struck all of the overhead of the K-V funds, as we know, which will 
be an immense problem for the Forest Service to manage the other 
funds that they msinage; and then the $67 million Chenoweth 
amendment, which struck that much money from the general ad- 
ministration of the Forest Service and placed it into fire-fighting. 
That occurred, as most know, in the appropriation funding mecha- 
nism. 

So, with that introduction, Fm pleased to yield to my friend from 
Texas, Mr. Stenholro. 

OPENING STATEMENT OF HON. CHABLES W. STENHOLM. A 
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS 

Mr. STENHOLM. Thank you, Mr. Chairman. Just a few brief com- 
ments. 

lliis bill, as you've described it, seems to take a very reasonable 
approach to a problem which I think you're going to find a lot of 
support and sentiment thereto. The message should not be mis- 
taken, what the chairman has said regarding the problems that we 
have had outlined in the Forest Service regarding cost. I think it 
fair to point out, though, that the Forest Service has a new 
proactive chief financial officer, who is in the process of trying to 
straighten this out. I know that what you have said is that he has 
our hill cooperation in doing this. 

And the message should be veiy loud and very clear. We've run 
out of time, not only in the Forest Service hut in a lot of other 
areas of our bureaucrat, of those that continue to, for whatever 
reasons, refuse to bring the efficiencies of operation necessary with 
the amount of budget dollars that we've got to operate in this case 
our forest ^stem. 

So whether the legislative approach in the few days remaining 
is going to be adequate or not, I think the bill takes a reasonable 
approach. But hopefully the message of the bill, whether it's en- 
acted into law or not, will not go unnoticed that this issue will be 
back. And that needs to be strongly pointed out. 

The Chairman. I thank the genUeman for his thoughtful com- 
ments. 

At this time I would seek unanimous consent that a copy of H.R. 
4149 be included in the record at this point. 

[H.R. 4149 foUows:] 
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H.R.4149 



To reduce ovs^ieftil and other costs nssociated with the numagement of 
the National Forest System, to improre the fiscal accountabili^ of the 
Forest Service thinugfa an im)K«ved financial accounting system, and 
fbr other purposes. 



IN THE HOUSE OF REPRESENTATIVES 
June 25, 1998 
Mr. Smith of Oregon (for himsdf, Mr. Combest, Mr. Heboer, and Mr. Tat- 
LOH of North Carohna) introduced the foUowing bill; which was referred 
to the Committee on Agrieulture 



A BILL 

To rednee overhead and other costs associated with the man- 
agement of Ute National Forest System, to improve the 
fiscal accountability of the Forest Service throu^ an 
in^roved finATipial acconntiDg system, and for other pur- 
poses. 

1 Beit enacted by the Senate and House of Bepresenta- 

2 tives of the United States qf America in Congress assembled, 

3 SBCncm 1. SHCMtTimj^ TABLE OF CONTENTS. 

4 (a) Short Title. — This Act may be cited as the 

5 "Forest Service Cost Reduction and Fiscal Accountabilily 

6 Act of 1998". 
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1 (b) Table op Coxtexts. — The table of contents of 

2 this Act is as fbUows: 

1. Short title; table of contents. 

2. Findings. 

3. DeBnitions. 

4. All Resourcea Repordng System. 

5. Limitations on costs charged to oS-budget funds. 

6. DiseioBure of indit«et expenditures and general administration costs in 
annual budget requests. 

T. Cost reduction atrst^c pkan. 
8. Audit requirements. 

3 SEC 2. FINDINGS. 

4 Congress finds the following: 

5 (1) Over tiie last several years, indirect &q>endi- 

6 tures and other overhead costs within the Forest 

7 Service have increased substantially, both in total 

8 dollar amounts and as a percentile of total eqiendi- 

9 tures. Rising indirect e:q)enditures and other over- 

10 head costs have hindered the ability of the Forest 

1 1 Service to cany out its core mission of managing tiie 

12 National Forest Sj'stem. 

13 (2) Accordii^ to the Comptroller General, indi- 

14 rect e^)enditares associated wiUi Forest Service 

15 management of five off-budget funds established by 

16 law to provide funds for site restoration, reforest- 

17 ation, habitat improvement, brash disposal and other 

18 critical management activities has increased hy 80 

19 percent and now exceeds 27 pereent of the total an- 

20 nual e:q>enditure8 from these off-budget funds. Con- 

21 siderable debate continues regarding whether such 
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1 expenditures exceed spending authority provided hy 

2 Congress. 

3 (3) Forest Service data show that annual gen- 

4 eral administration costs associated with the Federal 

5 timber sale program increased by 46 percent be- 

6 tween 1992 and 1996 and now comprise 31 percent 

7 of the total costs of the program. Such data show 

8 that annual general administration costs exceed the 

9 total annual costs of all of the following combined: 

10 (A) Environmental analysis. 

1 1 (B) AffiealB and litigation. 

12 (C) Boad design, construction, and mainte- 

13 nance. 

14 (D) Brush disposal. 

15 (E) Beforestatioa and other site improve- 

16 ments. 

17 (F) Transportation planning. 

18 (O) Sitvicultoral examinations. 

19 (4) The Forest Service does not present^ have 

20 an adequate financial accounting system in place to 

21 identify and manage the indirect and total e:q}endi- 

22 tures associated with the programs it adnunisters. 

23 The lack of such a system, and accompaiqang safe- 

24 guards to prevent inappropriate use of ^>pnq)riated 

25 fimds and off-bndget fimds, may be contributing 
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4 

1 substantially to declines in the goods and services 

2 the Forest Service is able to provide to the American 

3 public and other users of the National Forest Sys- 

4 tern. 

5 (5) The Forest Service is in need of a com- 

6 prehensive strategy for identifying and reducing, 

7 where appropriate, indirect and total e^)enditures 

8 associated with management of the National Forest 

9 System. Such a strategy must include clear, tan^ble 

10 objectives and performance measures that will make 

11 it possible to measure agency perfbrmance and iden- 

12 tify results. 

13 (6) Aiqr comprehensive strategy ultimately 

14 adopted l^ the Forest Service to better manage indi- 

15 rect and total e^)enditures associated with manage- 

16 ment of the National Forest System must be de- 

17 signed so as to maintain or increase the goods and 

18 sendees provided to the American public and other 

19 users of the National Forest System as a result of 

20 its implementation. 

21 SBa S. DBFINinOI^ 

22 For puiposes of this Act: 

23 (1) Budget request. — The term "budget re- 

24 quest" means the Forest Service budget justification 

25 documents submitted to the Committee on Apprth 
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1 priations of the House of RepresentativeB and the 

2 Senate in support of the President's budget for a 
-3 fiscal year sobmitted to Congress pursuant to sec- 

4 tion 1105 of title 31, United States Code. 

5 (2) Gbxbral ADMI^^STRATIO^^ — The term 

6 "general adnmiistration" means amounts appro- 

7 priated for general line management, administrative 

8 support, and common services, as identified in the 

9 Forest Service budget request. 

10 (3) IXDiRBCT EXPEXDITUHE8. — ^The term "in- 

U direct expenditures" means indirect support aetivi- 

12 ties, as defined in the Forest Service Handbook and 

13 other e]q)enditureB, including salary, travel, training 

14 and vehicle use, that cannot, in a f^iUe manner, 

15 be specifically identified with a sin^e project, includ- 

16 ing the following: 

17 (A) Bxpenditures related to hue officers, 

18 including district rangers, forest supervisors, re- 

19 gional foresteniT &Qd WashiugtOnr OfGce posi- 

20 tions, and their support staff. 

21 (B) Program support expenditures to co- 

22 ordinate, manage, and execute programs, busi- 

23 ness activities, communily involvement, and 

24 other similar activities. 
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1 (C) Nonpersonuel expenditures associated 

2 with providing Bpace and working environments 

3 for employees, inclading rentals, utilities, com- 

4 mnnications, radio, office and computer equip- 

5 ment, mail and postage, and office supplies and 

6 forms. 

7 (4) Off-budgbt fund. — The term "off-budget 

8 fond" means a trust fiind or permanent apprc^ria- 

9 tion administered by the Forest Service, including 

10 the following: 

11 (A) The brash disposal fund established 

12 under the twenty-first paragraph under Uke 

13 heading "FOREST SERVICE" in the Act of 

14 August 11, 1916 (39 Stat. 462; 16 U.S.C. 

15 490). 

16 (B) The cooperative work-other fund es- 

17 tablished imder the penultimate paragraph 

18 under the heading "FOREST SERVICE" in 

19 the Act of June 30, 1914 (38 Stat. 430; 16 

20 U.S.C. 498). 

21 (C) ^utson-Vandenberg fund established 

22 under section 3 of the Act of June 9, 1930 

23 (commonly known as the Knutson-Vandenberg 

24 Act; 16 U.S.C. 576b). 
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1 (D) The reforestation tiiist food estab- 

2 lished tinder section 303(d) of Pablic Law 96- 

3 451 (16 U.S.C. 1606a). 

4 (B) The sahnge sale fond estabhahed 

5 under section 14(h) of the National Forest 

6 Management Act of 1976 (16 U.S.C. 472a(h)). 

7 (F) The roads and trails fond established 

8 under the fourteenth paragraph under the 

9 heading "FOSEST SERVICE" of the Act of 

10 Mareh 4, 1913 (37 Stat. 843; 16 U.S.C. 501). 

11 (5) Secretary. — The term "Secretary" means 

12 the Secretary of Agriculture, acting through tiie 

13 Chief of the Forest Service. 

14 OBC. 4. AIX BESOUBCE8 BEPOBTING 8T8TEH. 

15 (a) AccouxTiNO System Required. — 

16 (1) Schedule for diplementatiox. — Not 

17 later than 180 d^s after the date of the enactment 

18 of this Act, the Secretary shall prepare a schedule 

19 for implementation of an accounting system (to be 

20 known as the "All Resources Reporting System") to 

21 account for the costs and revenues associated with 

22 the programs administered by the Forest Service. 

23 The Secretary ahaQ iiwhide the schedule in the stra- 

24 tegic plan required under section 7. 



dbyGoot^le 



1 (2) ttfPLEMEXTATlox. — The All Resources Re- 

2 porting System shall be fully implemented for all of 

3 the programs identified under aubsection (b) begin- 

4 ning no later than the first dajr of the second full 

5 fiscal year fbUowing the date of the enactment of 

6 this Act. 

7 (b) Required Programs. — The All Resources Re- 

8 porting System shall include, at a minimam, the following 

9 iHX)gram areas: 

10 (1) Land management planning, tnveutoiying, 

1 1 and monitoring. 

12 (2) Recreation use. 

13 (3) Rangeland management. 

14 (4) Commercial timber management. 

15 (5) Forestland vegetation numagement. 

16 (6) Soil, water, and air management. 

17 (7) Minerals and geology management. 

18 (8) Wildlife and fisheries habitat management. 

19 (9) Iiand ownership management. 

20 (10) Infrastructure management. 

21 (11) Law enforcement operations. 

22 (12) State and private forestiy. 

23 (13) Forest and rangeland research. 

24 (c) Cost Allocations. — The All Resources Report- 

25 ing System shall allocate certain costs as follows: 
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1 (1) The costs of the oonunereial tdmber manage- 

2 ment program shall consist of the costs identified 

3 with the timber commodity oonyMnent of the Ped- 

4 eral timber sale program, as contained in the Forest 

5 Management Program Aimaal Report. 

6 (2) The costs of the forest land vegetation and 

7 wildlife and fisheries habitat management program 

8 shall inchute the costs of the fbrest stewardship and 

9 personal use components of the Federal timber sale 

10 program, as contained in the Forest Management 

1 1 Program Annual Beport. Such costs shall be divided, 

12 as aj^ropnate, between the two pn^irams. 

13 (d) Identification op Intjirect Expenditures 

14 AND General Administration C!osts. — The All Be- 

15 sources Reporting System shall clearly identify the indi- 

16 rect e:q}enditure8 and general administration costs 

17 charged or allocated annually to each pn^ram. 

18 (e) Administrative Units. — The All Besouroes Be- 

19 porting System shall include a 8^>arate report tor each 

20 administrative unit of the National Forest System, for 

21 State and private forestry, and for research. 

22 (f) Compliance with Generally Accepted Ac- 

23 COUNTING Principles. — The Forest Service shall ensure 

24 that the All Besources Beporting System oonqdies with 

25 general^ accepted accounting principles. 
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1 SBC. 5. LDOTATIONS ON COSTS CHABCSD TO OFF-BUDGET 

2 FUNDS. 

3 (a) AxxLAL Pebcextage Limitation". — Not later 

4 than 90 days after the date of the enactment of this Act, 

5 the Secretary shall cap total annual indirect e:q>eiiditiire8 

6 from each of the off-budget fonds at 20 percent of the 

7 total expenditures from each fund. 

8 (b) BUMIXATION OP IXDIRECT BXPEXDITURBS. — 

9 Not later than 180 days after the date of the enactment 

10 of this Act, the Secretary shall prepare a schedule for 

11 ftliminntin g indirect expenditures from each off-budget 

12 fund by the end of the second full fiscal year following 

13 the date of the enactment of tiiis Act. To ensure elimi- 

14 nation of such indirect expenditures by the end of such 

15 second full fiscal year, the schedule shall reduce indirect 

16 e]q>enditares to at least 10 percent of total annual ezpend- 

17 itures from each off-budget fiind beginning on the first 

18 diQT of the second fiill fiscal year. The Secretaiy shall in- 

19 chide the schedule in the strategic plan required under sec- 

20 tionT. 

21 sec 6. DISCU>SUBB OF INDIRECT EXPENDITUBES AND 

22 GENERAL AIHONffilBATIDN COSTS IN AN- 

23 NUAL BUDGET REQUESTS. 

24 The Secretaiy shall plainfy disdose for each budget 

25 hne item, e:q>anded budget line item, or program identified 

26 in each annual budget request the following information: 
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1 (1) The total amount of indirect e^)enditure8 

2 «TiH general administration costs that will be 

3 charged or allocated to the line item, e^>anded line 

4 item, or program during the appheable fiscal year, 

5 expressed both in total dollars and as a percentage 

6 of the total line item, e:q)anded line item, or pro- 

7 gram. 

8 (2) The total amount of indirect e:q)enditure8 

9 and general adminiBtration costs charged or allo- 
10 cated to the line item, e^)anded line item, or pro- 
U gram for each of the preceding three fiscal years, ez- 

12 pressed both in total dollars and a percentage of the 

13 total line item, e^qumded line item, or program. 

14 BBC 7. COST BEDUCnON STRAIVOIC PLAN. 

15 (a) Strategic Plax Required. — Not later than 

16 180 days after the date of the enactment of this Act, the 

17 Secretaiy shall prepare and submit to Congress a five-year 
IS strategic plan to identify and reduce, where appropriate, 

19 indirect expenditures and other costs associated with the 

20 programs identified in section 4(b) while simultaneously 

21 increasing the goods and services provided by such pro- 

22 grams through tiie National Forest System. 

23 (b) Elements op Strategic Plan. — The strategic 

24 plan shall include, at a minimnm, the following elements: 
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1 (1) A description and schedule for fiill imple- 

2 mentation of the All Resources Beporting System. 

3 (2) A schedule for eliminating indirect eiq^ndi- 

4 tures from off -budget fhnds pursuant to section 5. 

5 (3) A method for identifying annually the direct 

6 and indirect expenditures (e^ressed both in total 

7 dollars and as a percentage of total program ezpend- 

8 itores) charged or allocated to each program by the 

9 Washington, regional, forest, and ranger district of- 

10 flees. 

11 (4) A framework, including specific instructions 

12 to line officers and other decision makers, for estab- 

13 lishing and achieving a Gve-year goal for reducing, 

14 as appropriate, the indirect e:q>enditures and total 

15 e^>enditureB charged to each program by the Wash- 
Id ington, regional, forest, and rai^r district offices 

17 while mauitaining or increasing the goods and serv- 

18 ices provided by such programs throu^ the Na- 

19 tional Forest System. 

20 (5) A plan to improve the cost-effectiveness of 

21 program and project planning and implementation 

22 throu^ increased private-sector contracting. 

23 (6) Annual, output-based incentives for line of- 

24 Gcers and other decision-makers to meet the sched- 
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1 ules &ad achieve the objjecti'ves established under this 

2 subsection. 

3 (e) COXSULTATIOX. — The Secretary shall prepare the 

4 strategic plan in consultation with tiie Comptroller Qen- 

5 eral and the Inspector General of the Dq)artmeut of Agri- 

6 culture. 

7 (d) Results op Implbmextatiox. — ^The Secretaiy 

8 shall include an annual review of the results of the imple- 

9 mentation of the strategic plan as an addendum to tiie 

10 annual budget request. The annual review may also be in- 

1 1 eluded in the annual performance plan prepared pursuant 

12 to the provisions of the Gkivemment Performance and Be- 

13 suha Act of 1993 (Public Law 103-62; 107 Stat. 285). 

14 The addendum shall include a description of the following: 

15 (1) Modifications in the implementation of the 

16 strategic plan that occurred during the course of the 

17 fiscal year and the impact of the modifications. 

IS (2) Changes to the definition of or method of 

19 accounting for direct and indirect e^wnditures and 

20 general administration costs that occurred during 

21 the previous fiscal year. 

22 (3) Private contractiog demonstration prqjeets 

23 commenced under subsection (e) and the results of 

24 axty such prcgects that are conQ>leted. 
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1 (e) Demonstration op Private-Sbctoh Cox- 

2 TRACTINQ. — For purposes of the implementation of the 

3 element of the strate^c plan described in subsection 

4 (b)(5), and notwithstanding aaj other provision of law, the 

5 Seeretaiy may conduct demonstration prefects to test the 

6 cost-effectiveness of using private contracting for plan- 

7 ning, programming, project implementation, and other ac- 

8 tivities of the Forest Service that do not constitute deci- 

9 sion-making. 

10 8lEa a AUDIT BEQUIREHENTS. 

U (a) Annual Evaluations Required. — The Comp- 

12 troUer Gteneral shall submit to Congress an annual evalua- 

13 tion assessing tiie effectiveness of the implementation of 

14 the strategic plan required under section 7. The evaluation 

15 for a year shall be submitted as soon as practicable after 

16 the submission of the Forest Service budget request Cor 

17 the next year. 

18 (b) Fivb-Ybar Audit Required.^AI the conchi- 

19 sion of the fifth fiill fiscal year following the date of the 

20 enactment of this Act, the Comptroller General shall con- 

21 duct a comprehensive audit of the implementatdon of the 

22 strategic plan required under section 7. Sndi audit shall 

23 include an ana^^sis of Uie following: 
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1 (1) The trends in indirect and total ezpendi- 

2 tares charged to eadi program by the Washington, 

3 regional, forest, &nd ranger district offices. 

4 (2) A description of the effectiveness of the im- 

5 plementation of the strategic plan, or any modifica- 

6 tions thereto, on the management of indirect expend- 

7 iturea and total expenditures charged to each pro- 
S gram by the Washington, regional, forest, and rang- 
9 er district ofGces. 

10 (3) Recommendations to fiirtJier improve the 

11 management of indirect and total e:q>enditures 
"^2 chained to each program by the Washington, re- 

13 gional, forest, and ranger district offices. 
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The Chairman. Mr. Pandolfi, please come forward. Chief Operat- 
mg Officer of the U.S. Department of Agriculture, the Forest Serv- 
ice, accompanied by Mr. Ron Stewart, uie Deputy Chief, Programs 
and Legislation; and Ms. Sally Thompson, Chief Financial Officer 
of the USDA. Welcome to all of you. Thank you for coming. 

STATEMENT OF FRANCIS P. PANDOLFI, CHIEF OPERATING OF- 
FICER, FOREST SERVICE, U.S. DEPARTMENT OF AGRI- 
CULTURE 

Mr. Pandolfi. Thank you, Mr. Chairman. 

Mr. Chaiiman, I'm not going to read the remftrks that we have 
submitted. I simply want to psiraphrase a couple of things at the 
beginning and then request your permission to try to take you 
through a plan for a few minutes if you'd like me to. 

The Chairman. Without objection, so ordered. 

The Chairman. Go right ahead, please, sir. 

Mr. Pandolfi. Thank you. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity to appear before you today to discuss the proposed leg- 
islation, H.R. 4149, regarding fiscal accountability and manage- 
ment of indirect costs in the Forest Service. I am accompanied, as 
you indicated, by Mr. Ron Stewart of the Forest Service and Ms. 
Sally Thompson of the Department of Agriculture. 

This, as you know, is the sixth hearing since March that we've 
gone before you to explain what we're doing to improve the finan- 
cial management systems of the Forest Service. We share as a 
whole and you know, I hope you know, that I, in particular, share 
your concerns to mal^ solution of these problems a top priority. 

Let me say that as far as the bill is concerned, conceptually we 
agree with the bill on several points, that the Forest Service needs 
a strategic plan for identiiying and reducing costs; secondly, that 
indirect costs should be properly managed; third, that financial sys- 
tems need to be in place to accurately track those costs; and, 
fourth, that indirect costs should be monitored and kept to a mini- 
mum, not just for the trust funds but for all of the Forest Service. 

The Department is continuing to analyze your bill and review the 
legislation. And well respond soon with an official position. What 
I would like to do is to respond to your requests when we have the 
hearing on June 4 and I asked you if I could present a plan or I 
told you that I was going to present a plan and you said that you'd 
like to know what that plan was. I'm prepared to present that to 
you today. 

It was attached to the testimony. And I dont want to read it, but 
what I would like to do is if I could — I don't know if this is an un- 
usual procedure or not but just ask you to look at it. And I'd like 
to take you through a couple of highlights. I beUeve you'll find it 
at the — ^it's in a chart form, and it s at the end of the testimony. 
If you have it. Til begin. 

What I've done here is I have shown you — I thought it would be 
wise to put into perspective what we nave done, Mr. Chairman, 
and show you what's happened to try to improve financial account- 
ability for the Forest Service since some of the initial signiiicant ac- 
tions were taken in 1996 up to today and then to tell you what we 
intend to do for the rest of the year and the early part of next year. 
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I noted well your comments in your opening remarks when you 
indicated that we had hired or we intend to hu« 130 people by the 
end of the year but we couldn't produce reform for 10 years. I don't 
agree with that. I believe we can show you results, start to show 
you results, within 6 to 12 months. And it is only under such a con- 
dition that I would expect you and the members of this Committee 
to support us and give us the time that we have asked for. 

I am very concerned about your comment, Congressman Sten- 
holm, that we have run out of time, but I recognize why you make 
it. I can't argue with you about it, but I can tell you that what has 
taken 20 yefirs to create I can't fix in 60 to 90 days. Now let me, 
with that, take you through the plan. 

The first major action we took, as you will see on the first page, 
was in December 1996, when we instituted a financial health ini- 
tiative. 

The Chairman. Pardon me, Mr. Pandolfi. I think the gentleman 
fi:x>m Texas was trying to help me point out that the Congress has 
already moved $150 million of your money around, which you ob- 
ject to. And he and I are trying to defend you. 

Mr. PandOLFI. I understano that, sir. 

The Chairman. When he said you ran out of time, you've run out 
of $150 million. That's the point. 

Mr. Pandolfi. I understand. 

The Chairman. Okay. 

Mr. Pandolfi. My point related to the bigger picture of what 
we're trying to do here over the next several years because it's 

g>ing to take time to fix these things. I know what you meant, 
ongressman Stenholm. 

Now, what happened in 1996 happened before Chief Dombeck or 
I arrived at the agency. Starting in 1997, we came in January. We 
commissioned Coopers and Lybrand, £is you know. You've all seen 
the report. That is, by the way, an example of private sector in- 
volvement that I think you indicated in t^e bill might be a good 
idea. And so you can see that we are already doing that sort of 
thing. 

The Chief issued a memorandum to improve accountability 
guidelines, and I only want to comment on one thing. When this 
chief came into office, he had 35 direct reports. Now, that's silly. 
You cannot manage any business — ^I don't care whether it's big or 
small — with 35 direct reports. And we've taken care of things like 
that. 

We've started these chiefs overviews. It was interestiiw. I discov- 
ered that we had not done such overviews, even though they are 
described in the Forest Service handbook, in many, many, mai^ 
years. And that's one of the best ways to achieve accountability. We 
just completed one yesterday in region 8 down in the south. The 
financial handbook that we issued is going to be regularly updated. 

I go to the next page. In March 1998, we received the Coopers 
and Lybrand report with the primary recommendations that are 
shown to you there at the top of that page. 

The only thii^ I want to comment on to underscore the impor- 
tance of this is mat, for ezample.jtwo-thirds of the way down where 
it says "simplify management ci^es" when we came aboard here, 
we discovered there were over 2 milUon live management codes at 
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the National Finance Center in New Orleans. There's no need to 
have that kind of data to run a business Uke this. 

I was appointed in May 1998, 16 months after I arrived here. 
We've now got financial data that OIG in a formal report has indi- 
cated is reliable. Now, that's input data. That is not output data. 
We need now to take that and analyze it. 

We have taken the results of the Coopers and Lybrand report 
and shown in this page under June 1998. We've anfdyzed it. We 
have taken their information to heart. We have created practical, 
down-to-earth, and simple recommendations or specifics on how to 
move forward. 

I move to the next page, again Jujie 1998, where we have taken 
our himian resources recommendations and we are moving for- 
ward. This is the 130 people you referred to. And I should tell you 
that we reduced the Forest Service administrative people in the 
four areas I'm describing here, Human Resources, Fisc^, Budget, 
and Information Management, by 1,500 people over the last few 
years. And that's one of the reasons we lost control, Mr. Chairman, 
of what was going on because basically I don't think we stopped to 
think who was going to do the work once the 1,500 people were 
gone. 

To bring this up to the present, we have started also in July 
1998, you^l see, to begin to work on some revenue-generating ac- 
tivities. We have appointed a new budget director. And that brings 
us to the present, where we are now in August 1998 about to ap- 
point a new chief fmancial officer. We're awaiting one final sign- 
off. I believe well have an outstanding individuals within 2 weeks. 

We will have completed our real property inventory. I recall, Mr. 
Chairman, that you asked me how many airplanes were in the For- 
est Service at a hearing two times ago. And I didn't have a good 
answer for you. We'll have answers on the airplanes and a lot of 
other things from now on. We've just about got this done. And it's 
not just the what we have. It's what it's worth, too. 

And Tm not going to read the rest of this but to teU you that 
from August 1998 through the end of the year onto the next pa^ 
and into the first quarter, we will have accomplished a great deal 
toward putting in place the resources we need to correct the prob- 
lem that's taken many years to create. 

I know that, as you said before, you've been promised many 
times that things would happen. And you have been disappointed 
by those promises. I have only promised you one thing, Mr. Chair- 
man, since I've testified before you, and that was to give you a 
plan. Fm giving you a plan today. 

I believe we can show you progress in the very next few months 
that I would hope would make you believe that we're on the tig^ 
track. I am certainly prepared to have the input of any member of 
this Committee or your staffs to modify this or to do whatever you 
think might make it a better plan. 

We can talk all day about what is the correct thing to do. I can 
define and redefine overhead for you many, many times. But the 
incontrovertible fact remains that we can perform very httle mean- 
ingful financial analysis until we have reliable, simple, current 
data in useful reports. 
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The ability to accomplish this has eroded over 15 to 20 years. 
And we can't fix it overnight in a $3 billion, 35,000-eniployee orga- 
nization with a culture which at timea rejects financial manage- 
ment as if it were a virus. But we can plan to get out of this envi- 
ronment. And I'm showing you the beginning of that now. 

That concludes my remarks. And if you have any questions, I'd 
be happy to answer them. 

[The prepared statement of Mr. Pandolfi appears at the conclu- 
sion of ttie hearing.] 

The Chairman. Thank you very much. Do your colleagues wish 
to comment? 

Ms. Thompson. Mr. Chairman, I'm Sally Thompson. And I'm the 
new CFO at the Department of Agriculture, having come on board 
the first week in March. 

I can tell you that Pm 100 percent in support of the activities 
that Francis has been working on. We've been working very closely 
together. I also have put a plan together. 

I'm responsible for the accounting systems at the Department of 
Agriculture. It was necessary to put in a new accounting system to 
comply with sill of the new requirements coming out of the CFO Act 
and all seven of the other acts that have come since then. 

Again, part of the problem was with the system when it came up 
last October 1997 is that In our attempt to support the Forest Serv- 
ice and getting in good, reliable data, we brought two of their re- 
gions up and one of their research centers on a system that wasn't 
completed and had not been fully tested. At the same time, we 
brought it up, trying to accommodate all of those 2 million manage- 
ment codes, and at one time had over 650 million transactions in 
a system that wasn't built to handle that nor should it have been 
handling that volume. 

With the plan that the Forest Service has in place, we will get 
back to reasonable and rational management of that data. And the 
input, of course, as you know, output is only as good as the input 
that goes in. 

In addition to that, we also tried to accommodate all of those re- 
ports that the Forest Service had over 120 of those. That does not 
make for good management in the reports. So we are now down to 
the reasonable and rational number of reports that we can give to 
the Forest Service so that they can manage that. 

In addition to that, I have gone out with the help of 0MB and 
brought in the best project management team for this particular 
system that exists here in the Federal Government. They have a 
track record of having brought this same system up in another 
Federal agency within a 15-month period of time. So they come on 
board, which they start«d the first part of July, with experience. 

At the same time, I have a firm in doing a skills assessment of 
the technolo^ skills of the staff that was involved in implementing 
this system. We also have another firm that's doing an independent 
validation and verification of the process and the architecture, 
structure of this system to make sure that it compUes with all of 
the standards and regulations that are out there. And it is a moat 
effective and efficient way to manage the accounting data at the 
Department of Agriculture. 
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So I think that our plan very closely dovetails with the things 
that ^e Forest Service is doing internally and that we will be Etble 
to support them to give them accurate, reliable, and timely data. 
We have also been working with them in terms of coming up with 
the right valuation so that we can produce an audible financial 
statement. 

With that, I would also like to answer any questions that you 
might have. 

The Chairman. Thank you. 

Mr. Stewart. 

Mr. Stewart. Thsmk you, Mr. Chairman, Mr. Stenholm, mem- 
bers of the committee. 

As I indicated to you the last time we met, in June, that I come 
from this as a perspective of a forester smd not a financial manager 
and one of those who probably stands guilty as accused; that is, of 
not paying enough attention to the financial management situa- 
tion. The agency I think historically has spent more of its enei^ 
on the natural resource side out on the financial resource side. 

I am here to say, though, that I've had an epiphany, if you will, 
and it hasn't just been a result over the last year. It's been prob- 
ably the last 5 yesirs to understand how valuable financial manage- 
ment is. 

I've also come to the conclusion — and this in some way reinforces 
some of the items in your bill but also the points that Mr. Pandolfi 
was making; that is, I think three things that are clear to me. "The 
first is we won't get very far unless we can develop a mutually un- 
derstood and agreed-upon definition of indirect or overhead costs so 
that we're all talking on the ssmie page and we can have a consist- 
ent use of that throughout the organization. 

I believe there's a fair amount of effort going on now between the 
Forest Service, the 6A0, the Office of Inspector General, and the 
Chief Financial Officer's Of!ice to come up with that definition. And 
I have been in some considerable discussions with Mr. Meissner 
from GAG. And I believe he's going to be coming forward, I would 
assume, with a report finally to Congress on what their rec- 
ommendations are. And I fmxiously awfiit that. 

The second thing we need past the definition is accurate, timely 
financial data. Just having definitions and inaccurate information 
and the ability to analyze that information doesn't buy you much. 
I believe that the foundation financial information system, which 
now seems to be on track, and some of the problems we are creat- 
in|[ in it in terms of something called retroactive redistribution I 
think are being solved. And that ought to help us move forward 
fairly quickly. 

You mentioned all resources reporting. It's a reporting, not an ac- 
counting, system. That is moving forwfird, but it hfis to hook to 
good, sotmd financial data. So those two have to come along to- 
gether before theyTl be very useful. 

Mr. Pandolfi mentioned the financial health initiative, which is 
sort of the overall umbrella for it. There are a lot of pieces to that, 
including getting not only accurate data but also updating all of 
our inventory and our property records. 

The third thing we need, then, is once we have those in place, 
the sound analysis of indirect costs and a firm plan that systCTiati- 
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cally reduces those costs whenever they're in the control of the For- 
est Service. I know that you all are aware as we look at costs in 
our own homes or wherever we may be that some costs are within 
our control and we ought to be doing all that we can to control 
those. And some are beyond our control. Those we end up having 
to tty to either limit or live with. 

Certainly we have not done all we can do or could do in the lat- 
ter part in terms of trying to control those costs, but until we have 
good data and an accurate definition so that we can do cost center 
analysis and find out just what our costs are and what is increas- 
ing and what is in our control, it's going to be diflicult to do that. 

So I think we need those three things before we can move for- 
ward; that is, a clear definition we can agree on, consistently ap- 
plied; accurate, timely financial data; and, finally, sound analysis 
of that and a plan that takes evety effort to reduce the cost and 
makes our program delivety more efficient. 

Thank you. 

The Chairman. Thank you. 

Ms. Thompson, do you support this l^islatlon? 

Ms. Thompson. I have not had a chance to analyze it thorou^ily 
enough. I would say, Mr. Chairman, that the Government-wide 
right now is struggling with the clear definitions, in the cost ac- 
coxmtit^ area, wmch includes obviously the ones most dif&cult to 
define. And that's in the overhead area. 

What truly consummates overhead? Every project has to have 
certainly program management in it. It has to nave administrative 
management in it. And it has to have financial management, just 
to name several of those. 

The Chairman. Ms. Thompson, this gives you 3 years to handle 
that. It's a phase-in program. 

Ms. Thompson. Right. And I hear that. I think that we need to 
clearly define those things in order to be able to give you an accu- 
rate accounting of what is a consensus of overhead. 

The Chairman. Did you oppose the Miller amendment? 

Ms. Thompson. Yes. 

The Chairman. You opposed the Chenoweth amendment? 

Ms. Thompson. Sir, I'm not that famiUar with 

The Chairman. Sixty-seven million dollars taken out of your gen- 
eral administration and put into fire-fighting. That's what it did. 

Ms. Thompson. Right. And I certainly would say to you, as Mr. 
Pandolfi did in his testimony, that as I see it, not having been 
there but, as I see it, part of Uie Forest Service issues was cutting 
so deeply into the people that were in charge of financial manage- 
ment. And, therefore, uilngs got out of control. 

The Chairman. Well, I agree. That's why I posed it. But then you 
can't support this bill, which is veiy moderate, obviously. It's an at- 
tempt to phase in and reduce overhead costs to the Forest Service. 
But you can't support that either. 

Ms. Thompson. I didn't say, sir, that I didn't support it. I am 
like you. Conceptually it sounds like it's a leasonalue time frame 
and gives the Forest Service and not only the Department of Agri- 
culture but the whole Government wide because the issue ti^t 
you're dealing with here in overhead and defining those is a Gov- 
ernment-wide issue. 
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And I've been in any number of meetings with all of the chief fi- 
nancial officers from ^1 over the 24 m^or sigencies. And we're try- 
ing to come to consensus of how to denne t^se, but we have not 
arrived at that. 

The Chairman. No. I xmderstand. I understand. ExactW the 
issue that you've identified is the problem we have, you see. So the 
d^nition debate may go on forever. 

Let me ask you, Mr. Pandolfi: What about this bill that abso- 
lutely flies in your face that you can't support? 

Mr. Pandolfi. What do you mean it flies in my face? I'm sorry. 
I didn't understand you. Would you repeat the question? 

The Chairman. Yes. What is it about this bill that you so dislike 
you can't support it? 

Mr. Pandolfi. Well, the administration has not taken a position 
on the bill yet. 

The Chairman. When do you plan to take a position? 

Mr. Pandolfi. I don't know. 

The Chairman. I see. 

Mr. Pandolfi. But I would like to comment on a couple of your 
provisions if you'd Uke. 

The Chairman. Well, we'd like to have your comment before we 
pass it out of committee. We'd like to have your indulgence. We'd 
like to have your active interest. And if we can make it better, we'd 
like to Usten to you. 

Mr. Pandolfi. All right. I have a recommendation. 

The Chairman. Good. 

Mr. Pandolfi. First of all, on the subject of the overhead on the 
four trust fiinds that you've indicated should go to zero, two com- 
ments about that. Number one, it's not reasonable to think that it 
doesn't take any money to administer the trust ftmds. And I doubt 
that that's what you had in mind. It does take administrative costs 
to some degree. I think perhaps there's more here — and you ques- 
tioned me about that last time — than there should be. I can't get 
at what the correct niunber is, but, number one, it will cost some- 
thing to administer these trust funds. 

The Chairman. You just have to take them to the appropriation 
process. That's all. 

Mr. Pandolfi. And I think if we do that, we're much better off 
because 

The Chairman. I agree. 

Mr. Pandolfi. But that should be an incremental appropriation. 
Otherwise you take it from other things that we use our money for. 

The Chairman. That will depend upon yovir request for funding 
next year. 

Mr. Pandolfi. Okay. Well, I wanted to point 

The Chairman. It's under your control, not ours. 

Mr. Pandolfi. All right. Well, in siny case, that is one raajar con- 
cern I had, that there should be no one thinking here that it 
doesn't cost any money to administer. 

The Chairman. Oh, of course not. That isnt the purpose. You 
know that. 

Mr. Stenholm. 

Mr. Stenholm. Fm curious as to yoiir opinions as to what are 
some of the institutional biases that caused you to make the state- 
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ment that you need more time now. And certainly I apinredate 
that. That's where you are making a good faith effort. 

But what are some of the institutional biases of the Forestry De- 
partment that has created the problem, which you acknowledge is 
there but we have been imable, your predecessor, previous manage- 
ment has been unable, or unwilling — ^now, I don't want to put 
words in your mouth, but what are some of the institutional biases 
that you face that makes it difficult to do what you're now trying 
to do? 

Mr. Pandolfi. I think I have to ask Mr. Stewart to help me with 
that because I was 

Mr. Stenholm. I would like for all three of you to answer. 

Mr. Panixhji. Pine. Ill start. I wasn't here. So I can only specu- 
late. But you see how people think and what they say and so on 
and so forth. And I think that, frankly, many, many, many years 
ago, a decision was made to remove direct nnancial management 
from the Forest Service and to put it — I mean, this was done prob- 
ably 20 years before Ms. Thompson and I were here and probably 
at the very banning of Mr. Stewart's tenure with the agency. 

And I think when that decision was made and when &e Depart- 
ment of Agricultiu* decided to take that away, I think people lost 
interest in financial management or that was the beginning of the 
period when people began to lose interest in it, Mr. Stenholm. I 
think that people say, '^ell, if you take it away from me, I guess 
you didn't trust me" or whatever. I have no idea what the cir- 
cumstances were at the time as to why that decision was made, but 
it disin<»ntivized people to care about financial management. 
That's certainly one tmng that I think historically goes right back 
to the beginning. 

And tlun subsequent to that, I think it's very interesting. To me 
when I go into the field and I meet with people, which I do con- 
stantly, I find very dedicated people. But those people are dedi- 
cated to the land. And it's very, very difficult to take people who 
studied forestry or biology or archaeology and so on and so forth 
and explain to them the value of &iancial management if it's not 
been institutionalized in the agency. And it has not been. 

I mean, there are a couple of things that occur to me that I think 
are relevant here and why it makes it so difficult to make change 
at this point because we've got to change that kind of thinking. 

I think the way you change behavior is to try to give people in- 
centives. And the incentive here is that if they^ pay attention to 
this and try to achieve better financial management, we can put a 
lot more money on the ground, which is what all of you and we 
want. And Fm trying to get that message across. 

Ron or Sally? 

Ms. Thompson. I guess I would certainly agree with those com- 
ments. Being a CPA by background, having spent 25-30 years in 
financial management, I find that most people are interested in the 
program that they have to deliver. 

When you've got a person fighting a forest fire, it's really hard 
for them to think about how they're going to charge their time. 
When you've got a forest ranger walking down a road in a forest, 
that time can be charged any number en different ways. And per- 
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haps they do not see the overall big picture on how critical it is to 
make very accurate decisions on how to allocate that time. 

And I think what has happened over the years as I look at all 
of those 2 million management codes, the decision becomes kind of 
overwhelming. And it's easy to stick that item or that cost in a few 
management codes and to use them over and over again. And 
that's what I was trying to refer to, Mr. Chairman, in the allocation 
of overhead, too. 

There's a big education process that needs to take place out there 
in the field as to what the new financial management standards 
are plus the new focus on financial management. As I said, the 
major focus, whether it's in the Forest Service, whether it's in our 
food and nutrition services, whether it's in any inspection services, 
is that delivery of the services and not necessarily on how those 
costs are allocated. And that's what we need, some time to be able 
to educate these people. We need to get the right systems in place. 
But after we get them educated, they will be able to allocate them 
correctly. 

Mr. Stenholm. Mr. Stewart, any comment from you of the insti- 
tutional biases? 

Mr. Stewart. I think it's been covered fairly well, but let me just 
emphasize a couple of points. One is the people who are making 
the basic financial decisions were not trained m financial manage- 
ment, people like me, for instance. 

And our concern has always been how many Eicres were going to 
be planted, how many acres harvested, how many recreational vis- 
its were going to be provided for, what condition the camp^imds 
were in. And we always dealt sort of at the macroeconomic level, 
if you will, the total number, without ever asking the detailed ques- 
tions about what was behind those numbers. 

And, in fact, I would say it was a combination between our own 
ignorance and perhaps — and by not asking those questions, then 
not developing the sldlls in our financial people to provide that 
kind of information and at the same time probably not having the 
right skills in the financial arena that could take and analyze that 
kind of information. 

So, for instance, other than the fact that we would be told that 
costs were going up, it was going to cost more the next year, and 
there were always reasonable explanations, such as increased rent 
costs or increased telephone costs or whatever they might be, I 
don't know that ever in my career we delved into what were those 
cost centers and asked those kinds of questions. 

So I think it's a combination of skill levels and the kind of train- 
ing of the people who are mstking those kinds of decisions. And the 
focus had always been on the resource management side. 

Mr. Stenholm. Is there any change as yet in recognizing, as 
you've just stated, that if you're going to plant more trees or you're 
going to do a better care of our parks, there's a budget and that 
perhaps there are ways at which you could spend your money in 
a little different way? That has to be now a part of the new institu* 
tional biases, I would hope. 

Mr. Stewart. Mr. Stenholm, it's really interesting. Our agency 
is famous for having hard-pan layers ana having directives coming 
down from Washington take many years to get to the field. I was 
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at a field hearing a couple of weeks ago in Wenatchee, WA — ^it hap- 
pened to be on financial management. I went into the forest super- 
visor's office there, and I said: Do you have a financial manage- 
ment desk guide, as Mr. Pandolfi mentioned? 

He said: nfes. Just a minute. FU go get it for you." And he came 
walking back in with it. And he was familiar with it. I thought: 
This is a cultural change. This is a forester, a forest supervisor, 
who knew not only what the manual was, but where it was and 
what was in it. 

And that happened — ^I don't know when you issued that, the desk 
guide, but not all that long ago. And it's already in use. That's a 
change. 

Mr. Pandolfi. Could I add one quick point, Mr. Chairman? 

The Chairman. Please. 

Mr. Pandolfi. I don't want finy of you to think that the institu- 
tional biases are serious. I don't believe that the task we have 
ahead of us is impossible, by no means. I believe we can do it, and 
I want to go on record as saying that. 

And I think that we are seeing people now recognize the impor- 
tance of financial management. The uiief has imoerscored this at 
every single meetii^ of employees where I have been with him. He 
has said he beUeves, more than any other ffictor, it could bring the 
agen<^ down if can't get it under control. 

So I just want to say that, despite all the problems and what- 
not — and I have not gone through that plan in any detail. I think 
it would be boring to do it right now. But I'll tell you it goes to the 
heart of one thing that is critically important here. And that is to 
simplify, simplify, simplify. And we'll have done a lot of that by De- 
cember 31. 

The Chairman. Mr. Bryant. 

Mr. Bryant. Thank you, Mr. Chairman. 

I want to welcome you again to this committee and ask Mr. 
Pandolfi how many financial mtinagers did the Forest Service lose 
as a result of recent Government downsizing? And if you don't 
know, could you provide us with those numbers, both for tiie Wash- 
ington office £uid by region, for this Committee? 

Mr. Pandolfi. Yes. T don't have that number here unless anyone 
behind me does and can pass it forward. I can tell you we 
downsized over the last several years to the tune of 1,500 people 
in four areas. Fiscal, Budget, Information Management, and 
Human Resources, 1,600 people. We can certainly find for you the 
number of the — do you want just fiscal or fiscal and budget? 

Mr. Bryant. Both. 

Mr. Pandolfi. Both. OK. We'd be happy to give you that num- 
ber, and we can do it by region. 

Mr. Bryant. And, along the same hne, would you also provide 
this committee with the number of forester and engineer positions 
that were lost over the same period of time? 

Mr. Pandolfi. Yes, sir. And I think that, just to clarify, well 
look at the last 5 years because I think that's the period of time 
of most of the downsizing activity. 

Mr. Bryant. Let me get back on the original subject of H.R. 
4149. As I understand tae testimony of the panel, you all agree 
that strict performance time lines should be established to bring 
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about these refbrmB. As such, would you s^ree that the perform- 
ance time lines established in this proposed H.R. 4149 would work? 
Why would you or why would you not? 

Mr. Panbolfi. Let me go to page 8 of the bill, where it talks 
about the implementation schedule for all resources reporting sys- 
tem. You have indicated there that you want that reporting system 
to begin no later than the first day of the second mil fiscal year 
following the date of enactment of the act. 

If the act were to be enacted prior to October 1, we could not 
meet the schedule. If it were enacted on October 2 or later, we can 
meet the schedule. 

Mr. Bryant. So I think you indicated maybe in the past that it 
would take 10 years to fix the financial problems. Would you agree 
that's too long? 

Mr. Pandolfi. Of course, it's too long. Congressman Bryant. You 
must see progress, and we must see progress well before that. This 
ten-ye£ir period of time has been mentioned several times in a 
number of bearings. And I think I know its genesis and I under- 
stand it. The genesis is that we have said on a number of occasions 
that when Jack Welch went to General Electric, he accomplished 
miracles, but it took him a decade to accomplish the miracles. 

Also, the Inspector General has said that it would take 10 years 
to get where were belong. At the end of 10 years, we ought to be 
rocket scientists in financial management. We can show you 
progress a lot before that, but we can't do it overnight. 

Mr. Bryant. Thank you. 

Do you agree that the off-budget fiinds should not be used as 
more or less slush fiinds and, rather, that these fiinds can be uti- 
lized to the maximum extent feasible for on-the-ground manage- 
ment? 

Mr. Pandolfi. Well, I'd ask Mr. Stewart to comment on that, but 
with the definition I have of slush, I sure wouldn't want to see 
them used as slush fiinds. 

Mr. Stewart. I certainly agree with your second premise, and 
that is that whatever we do ought to maximize that amount of 
money that actually gets to plantmg trees or whatever the purpose 
of the fiind is. 

I will say I do differ on the first part, and that is that there are 
necessary charges. In other words, the people that are doing those 
jobs are occupying space. They're using telephones. They're using 
computers and so forth. And, therefore, our position has always 
been that they ought to pay and those fimds ought to pay for those 
necessaiy costs of doing Dusiness. Whether you call those direct or 
indirect is a matter of definition. 

Mr. Bryant. Do you agree that these indirect — ril say indirect — 
costs associated with managing off-budget fiinds should be paid out 
of the annual appropriations? And why or why not would you agree 
with that? 

Mr. Stewart. I think that's for Congress to determine. They 
have to be paid somewhere. I think I made that statement at our 
June 4 hearing. If you agree that you have to pay those, you're 
going to pay for them someplace. 

And right now our position has been for quite a number of ye£U^ 
that the benefitting function pays those costs. In this case, the ben- 
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efitting function is a trust fund, and it would pay for those costs. 
But they've got to be paid for somewhere. 

Mr. Bryant. Do you find opportunities in this bill, H.R. 4149, 
that you can work with us in adiieving these goals, the goals with- 
in the bill? 

Mr. Pandolfi. Yes, yes, I believe so. I believe that many, many, 
m£my of the provisions in this bill are exactly what we £ire trying 
to do right now. And, you know, as certain of the members know, 
I'm not experienced in the area of legislation and what the dif- 
ference between the legislation and doing it ourselves and all of 
that is. 

But the fact of the matter is you've got sections here and Fve 
marked "OK. OK. OK. OK." There are many, many sections here 
that are just fine to what we should be doing. It's smart, intelligent 
business management. 

Mr. Bryant. Thank you, Mr. Chairman. 

The Chairman. Mr. Pombo. 

Mr. Pombo. Thank you, Mr. Chairman. I just had a couple of 
questions. 

Are you familiar with the amendment that we had last week to 
the Interior appropriations bill by nnr colleague from California, 
Mr. Miller, which prohibited the use of^K-V funds for overhead? 

Mr. Stewart. Yes. I am aware of it, not in great detail but, yes, 
I am aware of it. 

Mr. Pombo. Did you support that amendment, that way of doing 
things? 

Mr. Stewart. We did not take a position on it. We have not yet 
taken a position on it, I should say. The Department has not yet 
taken a position on it. 

Mr. Pombo. You have not yet taken a position? The amendment 
was voted on last week. When would you intend on taking a posi- 
tion? 

Mr. Stewart. What we had, we had submitted an effect state- 
ment, but the administration did not include a position with that. 

Mr. Pombo. May I ask why? 

Mr. Stewart. I am not sure why. I do know that we're continu- 
ing to analyze effects because if you look at the Miller amendment 
in conjunction with the effects of the amendment that was passed 
by Representative Chenoweth, there is a compounding influence 
there. And we're trying to figure out just exactly how that plays out 
in terms of effects. We re stiU in the process of doing that. 

Mr. Pombo. I find it somewhat difficult to understand why you 
would not have issued a statement in opposition, Hstening to your 
testimony here today, your concerns that you have here today, why 
you would not take a position. 

Mr. Pandolfi. I, too, find it difficult to understand. 

Mr. Pombo. Well, we'll leave that. Do you think that the over- 
head provisions in H.R. 4149 are more reasonable than the Miller 
amendment? Would they be more workable in your opinion? 

Mr. Pandolfi. Mr. Pombo, I don't think I tmderstand the Miller 
amendment well enough to be very exacting about that, but I think 
what happened, as I understand it, the overhead goes away an 
awful lot faster in his amendment than it does in yours. And it's 
only in K-V, as opposed to all four funds. 
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So, as Mr. Stewart has said, we've got to find money to pay the 
bills, to administer those funds. 

The Chairman. I might point out it eliminates the overhead. 

Mr. PoMBO. It ends it now; right? 

Mr. Pandolfi. Yes. 

The Chairman. Totally. 

Mr. Pandolfi. I know that. 

Mr. PoMBO. So you would not have overhead out of the K-V 
fund? 

Mr. Pandolfi. Well, that's what his amendment says, and that's 
what your bill does after I think a 2-year period. It says that there 
would be no overhead charges. 

The Chairman. No, no. Please let me — excuse me. 

Mr. POMBO. That's not my understanding of the amendment. 

The Chairman. Would the gentleman 3deld? 

Mr. POMBO. Yes. 

The Chairman. The point of the bill is simply that we, like you, 
wEmt the Forest Service to be more transparent. So we're suggest- 
ing that the overhead from the five funds be granted through the 
appropriation process. 

We're not asking you to end overhead. We understand you need 
overhead, but you don't need 27 percent. If you do, we've got a big 
problem if you're going to defend that. What we're asking here in 
the bill is to move you to a more transparent accounting system, 
which I think that's what you're trying to do, Mr. Pandolfi. 

Mr. Pandolfi. Yes. 

The Chairman. I yield back to the gentleman. 

Mr. Pombo. Go ahead and answer. 

Mr. Pandolfi. I think perhaps I misunderstood, but I didn't 
think there was any mention of goin£ to appropriations here in this 
bill. But, as we discussed it this afternoon, that obviously makes 
a lot more sense. 

Mr. Pombo. It is my understanding from what the chairman said 
earlier that the overhead would be done through the appropriations 
process, instead of a so-called off-budget process. It's my under- 
standing of the way the Miller amendment would work is as part 
of the next fiscal year, there would not be an overhead fund. 

Mr. Pandolfi. Well, that doesn't make sense. 

Mr. Pombo. No, it doesn't. And being one of the members that 
was fighting against that £imendment along with most of the mem- 
bers of this Committee, I find it odd that in a situation Hke that, 
the administration would not issue a formal opposition to that. I 
don't know how you would run that particular fund, how you would 
operate without overhead money. 

Mr. Pandolfi. Well, Mr. Pombo, in my introductory remarks, I 
indicated I've been with the Forest Service for 18 months, and it 
took 15 months for me to become official in the position of <jiief op- 
eratii^ officer. And maybe it's the same folks who tried to make 
me ofncial who Eire trying to do the analysis on the bill. I don't 
know. I don't know the smswers to your questions. 

Mr. Pombo. Well, what they ought to do is they ought to give it 
to the people who oppose all of my legislation because they are 
right there. And as soon as I introduce it, they're on time. They're 
tMre. 



dbyGoot^le 



33 

In fact, I can draft an amendment on the floor. And before it hits 
the desk, there's an official position from the administration op- 
posed to it. So I know they can work quickly if they want to. And 
I just find it off that in an instance like this on what I believe is 
a m^jor policy change, a major fiscal change for the Forest Service 
that has done ad hoc on the floor during the appropriations proc- 
ess, that we get absolutely no help out of the Department or out 
of the administration. And I am concerned about that. But obvi- 
ously you are as well. 

But thank you, Mr. Chairm£m. I yield hack.. 

The Chairman. Maybe, Mr. Pandolfi, you need to change folks. 
We'd like to help you. 

Mr. Pandolfi. I do like a lot of the folks I work with. I want you 
to know that. I mean, we've got a lot of really good people here. 

The Chairman. Oh, I'm sure there are. 

Mr. Pandolfi. You know that, too. Present company included, 
right, especially. 

The Chairman. Mr. Smith. 

Mr. Smith of Michigan. Well, just a follow-up. How £u-e you going 
to accommodate overhead costs with the implementation of the Mil- 
ler amendment? 

Mr. Stewart. That's one of the things we're trying to analyze if 
it goes through. It's not clear that we can or that we can nec- 
essarily manage the fund. 

One of the other things it does not account for — and I believe, 
Mr. Chairman, your bill, too, doesn't deal with the GA issue. It's 
always been our interpretation that appropriation law only £illows 
us to use the GA line item for appropriated funds. And it specifi- 
cally lists in there what fiinds are available. So you wouldn't even 
be able to make up for some of the shortfall by using GA to deal 
with the lack of being 

Mr. Smith of Michigan. That's why I just can't xmderstand ei- 
ther, like Mr. Pombo, why you wouldn't say, "Well, wait a minute. 
We've got to figure this out." 

Mr. P£mdolfi, who is ultimately responsible for improving the 
Forest Service data: the Forest Service or USDA? 

Mr. Pandolfi. Well, I think it's very much a joint procedure. Vd 
ask Ms. Thompson to comment as well, but I think that we are 
very much in partnership on that. 

Mr. Smith of Michigan. Ms. Thompson, go ahead. 

Ms. Thompson. Right. 

Mr. Smith of Michigan. What's your assessment? 

Ms. Thompson. If you think of the data, it has several different 
parts before it comes out in a report; first of aH, the individuals 
who create the data, whether that's a forester walking down a road 
and then coming back and somebody allocates it. So you've got data 
going into a system that then gets fed into an integrated system 
that we're working on the Department 

Mr. Smith of Michigan. The Department is working on? 

Ms. Thompson. Yes, right. But we have to get the data from the 
Forest Service people, botii the people that created the expenditure, 
if you would, and tl^ir financial management people that helped 
put it into the system. 
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Mr. Smith of Michigan. And so I guess the bottom line Is: When 
can we, when can Congress, expect a fix to the problem? 

Ms. Thompson. With the new processes and the new team I 
brought on board, we have a plan that will be not only finalized 
but certainly in a great deal more detail over the next few months. 
They just came on bo£ird the middle of July. But our plaai and what 
the/re working towards is to get the rest of the Forest Service up 
on this new system October 1, 1999. 

Mr. Smith of Michigan. When was your last meeting with the 
IG? Am I correct in my understanding the Inspector General is not 
comfortable with your progress so far? 

Ms. Thompson. We meet with the IGs, would you believe, daily. 
He's right around the comer from me. And I am meeting with 
somebody on his staff almost every day from trying to put together 
financial statements, putting a plan together for the fiscal year 
1998 to close out the year and where the Forest Service will be, 
where the rest of the Department will be. 

I think that they're getting more comfortable, certainly with all 
of the pieces that we've put in place in the last 4 or 5 months that 
Francis and I have been working in the Forest Service, been work- 
ing together very, very closely. 

It's a very complex system, as you might imagine, for the whole 
Department as we're looking at it as a whole. We've got to make 
sure that it's going to incorporate all of the standards, new stfmd- 
ards, that keep coming out almost every few months. But we're 
comfortable that we got again a plan that is st£irting to materialize 
that both Francis and I and the rest of the Department, including 
the IG, can depend upon materializing and producing reliable, ac- 
curate, and timely reporting. 

Mr. Smith of Michigan. You had a comment, Mr. Pandolfi? 

Mr. Pandolfi. Yes. You're correct that the IG has expressed con- 
cern. In testimony that he gave, I believe, in California or 
Wenatchee on July 9 of this year, his concluding comment was 
"The foundation has been laid to correct these massive problems. 
Much work remains, however, but all components are in place or 
are being brought into place that can result in strong financial 
management for the Forest Service." That was his comment. And 
I think that the concern that we all have is that we are operatir^ 
in areas that people haven't been in before. 

We're trying to create a system that works in mtmy other Gov- 
ernment agencies, trying to apply it to the Forest Service. And 
there £ire new and different things that happen here. So I guess 
that's probably the form of concern that you relate to or refer to. 
But, yes, he did make that statement. 

Mr. Smith of Michigan. But somehow in your final comments, if 
Congress doesn't legislate a time line for reporting, what is going 
to be the catalyst in terms of improving the reporting system on 
all resources? 

Mr. Pandolfi. We want this thing to work. I don't know what 
other — I mean, you know, there are new people here. There are a 
number of new people working with very dedicated people who 
have been here before. And we w£mt this thing to work, Mr. Smith. 

I mean, I came from the private sector. I spent 30 years in the 
private sector. I didn't come here to fail in this thing, and I didnt 
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come here to spend 10 years doing it either. And I suspect the 
same is true for Ms. Thompson. 

Ms. Thompson. Right. I would say that 

Mr. Pandolfi. I don't have anything else to say to you. 

Ms. Thompson. We are sending a report to 0MB and to the Vice 
President that will go up there tomorrow that's going through its 
final sign-oiF that, again, outlines overall Department-wide how we 
will get to an unqualified financial opinion on our financial state- 
ments. And it has in it a fiscal yesir 2000. 

Mr. Pandolfi. May I add that this is not just hope, that by 
Labor Day or sometime in the month of September, we will have 
eliminated a process, a financial accounting process, called retro- 
active redistrioution, which I won't go into detail on but was re- 
ferred to by Coopers and Lybrand in their report as "cooking the 
books." We will nave replaced that. It's been in use for 16 years. 
And we're replacing it in a 60-day period. 

We're reducing Qie number of management codes dramatically, 
Mr. Smith. We are reducing our number of work activity codes. I 
know I'm using a lot of jfirgon, but it's the only way I c£in possibly 
tell you that we are making solid progress right now. 

And the Office of Inspector General has said to us, in addition 
to what I just read to you, that they feel that the quality of our 
input data now is far, far superior to what it ever has been before. 

So I think what I'm saying is, hey, look, we're making these ac- 
comphshments. And I'm telling you ^lat you've got some dedicated 
senior managers here who want very much to see this thing work. 
And in the past, I think the goals and objectives were different. 

Mr. Smith of Michigan. Well, your comments sound good. 

Thank you, Mr. Chairman. 

The Chairman. Before I recognize Mr. Johnson, Mr. Stewart, will 
you provide the committee with the capability statement on the 
Miller amendment? Do you have it? 

Mr. Stewart. I don't have it with me, but we could do that, the 
effects statement. 

The Chairman. The effects statement. This is not it. I want the 
one with the transfer of funds. We have it somewhere. Find it for 
me, will you? We have an impact statement, I believe, &om the 
Forest Service on the Miller amendment. And I wEmted to question 
you about that. But well find it, and then Til do that. 

Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. I'm sorry. I apologize 
for being late. 

I really don't have a lot of questions. I am trying to get more 
input on this, and I have submitted some information about the 
proposed bill and legislation to folks, ^d I think we do have some 
differences in some of the Eastern forests and Western forests. In 
our httle forest in Wisconsin, we haven't had some of the problems 
and some of the management problems. 

I do want to — smd I'm sorry I missed some of the testimony 
today, but I do want to commend Mr. Pandolfi for the work that 
he's done in the short time moving in the right direction I think 
that this legislation is aimed at. 

My one concern is that we don't overburden and try to micro- 
manage when we're trying to move ahead, but I think the feedbadc 
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initially I've been getting is that there have been about 5 years of 
some lack of direction and, all of a sudden, to get up to speed and 
take new direction in a few months. And I find a promise of even 
some new direction and seeing some new changes by Labor Day 
very encouraging. So Fm pleased with that. 

I look forward to working with you, getting the feedback. But so 
far I'm getting some positive feedback. What you're doing here in 
Washington is being heard out in the Held. And they at least know 
there is direction being taken in the area of accountability. And 
that's good. 

Vnth that, I guess I really don't have any questions. Back to you, 
Mr. Chairman. 

The Chairman. I thank the gentleman. I wanted to pick up on 
the point, Ms. Thompson, that you mentioned regarding incentives. 
I think we understand ^e problem of the data issue, but it's all 
too obvious to me £md I think to others that we have an excuse 
item here. 

It's either going to be the Forest Service that identifies the prop- 
er data or the USDA, and we can't be hopping between the two to 
blame each other for data that is not current. Nor is it reliable. 

So please tell me how you plan to manage the question of reli- 
able data, Mr. Pandolfi, because you're ultimately the one respon- 
sible here. 

Mr. Paitoolfi. Well, I think the only way I can answer your 
question is to say that data input has been considerably improved. 
I cannot tell you today that it's 100 percent, but, boy, believe me, 
it's a lot better than it was even 6 months ago. We're almost where 
we need to be there. And, again, as Pve said several times this 
afternoon, the IG has confirmed that fact. So that's data input. 

Now, in the overall scheme of things, data goes into the black 
box. And then management reports come out. Now, one of the 
things that has happened, we control in the field that data coming 
into the box. 

We are working together with Ms. Thompson and the team at 
the Department of Agriculture to try to get the box to work. Once 
the box works, then out the other end come the reports. We've de- 
signed those reports. As a result of the Coopers and Lybrand task 
force and the subsequent employee group that worked on this, we 
have designed what we call a starter kit of simple, easy-to-use 
management reports that will help our people in the field to make 
better decisions, which is what this thing is all about. 

Now, what we need to do is we need to get the box to work. 

The Chairman. Are you in chaise? 

Mr. Pandolfi. No, I am not. I am a part of 

The Chairman. Who is in charge? Are you in charge, Ms. Thomp- 
son? 

Ms. Thompson. The CFO Act holds me accountable and respon- 
sible for financial management. 

The Chairman. Well, I'm just trying to find out who is running 
the program. 

Ms. Thompson. Right. 

The Chairman. If Mr. Pandolfi isn't runnii^ it, how in the world 
can it happen? Who is managing the system? Who is seeking all 
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of the reliable data? Who is in charge? Underneath God and pray- 
er, who is? 

Ms. Thompson. Probably the Secretary is, Mr. Chairman. He is 
held accountable for the Department of Agriculture. He Is held ac- 
countable for the consoUdated financial statements and the opinion 
thereon. 

The Chairman. All right. \ 

Ms. Thompson. And" when you say "Is it the Forest Service?"; 
well, certainly the Forest Service is part of the Department of Agri- 
culture. And if we can't get, for instance, an unqualiiied opinion on 
their financial statements, we cannot get an unqualified opinion on 
the consolidated financial systems and reports of the Department 
of Agriculture. If we CEin't get £in unqufilified opinion on the Depart- 
ment of Agriculture, we cannot get an unqualified opinion on the 
Government-wide financial system. 

The Chairman. I understand the difiiculty. And it's obvious I 
think to anybody that it's so categorized it's very difficult to cross 
lines. 

Let me ask you, Mr. Pandolfi: Are you moving towards a "all re- 
sources," financial reporting system? 

Mr. Pandolfi. Yes, Mr. Chairman. And I personally and I think 
the Forest Service all think it's a terrific system. It's what we use 
in the private sector. It will get us a lot of good decisions out of 
Forest Service managers. 

The Chairman. That's in this bill, as you know. 

Mr. Pandolfi. Yes, it is, sir. It's a good idea. 

The Chairman. The bill, Mr. Pandolfi, establishes a schedule for 
ehminating the use of ofF-budget fimds for overhead, unlike yoxir 
analysis. What is wrong with that idea that no longer should the 
o£f-bu(^et fimds, which there are five categories, have identifi- 
able — and that's why the slush fund idea is used because it's kind 
of intermingled. It's very difficult for you or anybody else to iden- 
tify. That's why it's hju-d to identify what is overhead, because 
we've never been able to get a hold of it. 

Mr. Pandolfi. Right. 

The Chairman. Why not move the off-budget overhead to a sus- 
tainable program requested by the Forest Service and go before the 
appropriations process? What s wrong with that? 

Mr. Pandolfi. The only thing, what I think is wrong with that, 
Mr. Chairman, that was one of the points that I said I think is a 
weakness in the bill is that this is very much the same as in the 
private sector where we try to match costs with the revenues that 
they produce. 

In this case, we should be matching costs with the benefits of the 
program that you are describing. I just think it's bad management 
to disassociate a set of costs from a program to which they belong 
and make it seem that another program has a higher rate of over- 
head because I don't think we can manage well that way. 

The Chairman. Can you sit there and support and defend 27 per- 
cent overhead? 

Mr. Pandolfi. No, no, I can't 

The Chairman. Of course, you can't. 

Mr. PA14DOLFI. Of course not. I had said that to you last time, 
Mr. Chairman. 
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The Chairman. Well, what can you defend? Ten? 

Mr. Pandolfi. No. 

The Chairman. Five? 

Mr. Pakdolfi. Well, I answered that, too. And I would have to 
give you the same answer. 

The Chairman. And my point simply to you is that: Wl^ dont 
you go to the appropriations process, where all you have to do is 
araue with them and defend your position? And that takes us all 
ofTthe hook, you, we, the pubUc. 

Mr. Pandolfi. Right. 

The Chairman. So that a group of people who are in the process 
of appropriating money understand these systems. 

Mr. Pandolfi. Right. 

The Chairman. And you would have a fair hearing. What's 
wrong with that? 

Mr. Pandolfi. No. There's nothing wrong with that, Mr. Chair- 
man. 

The Chairman. Okay. 

Mr. Pandolfi. I must qualify that, though, to say to you that in 
order to do that, I need to have better information than I have be- 



The Chairman. Oh, you will have. Tliis is not this year. 

Mr. Pandolfi. No. I know that. 

The Chairman. This is next year. And well change it October 
2nd. That's already done. I marked it down. Done. And, look, we're 
asking for a S-year strategic plsm. Is that wrong? 

Mr. Pandolfi. No, sir. 

The Chairman. Okay. 

Mr. Pandolfi. It's good. 

The Chairman. Okay. Now, I understand 

Mr. Pandolfi, In fact, we cim — ^yes. It's good. 

The Chairman. I understand how sensitive the Forest Service is 
to third party audits. You say: Well, we don't like that. You're 
working with the IG. We've said here that the GAO ought to mere- 
ly assess if you're achieving the results that you have stated. 
What's wrong with that? Nothing? 

Mr. Pandolfi. Nothing. 

The Chairman. I see. Well, it's pretty hard for me to find any- 
thing wrong with this bill. I'm looking. Mr. Goodlatte may. Mr. 
Blunt was here. Then 111 ask for Mr. Goodlatte. 

Mr. Blunt. 

Mr. Blunt. I have no questions. 

The Chairman. Mr. Goodlatte. 

Mr. Goodlatte. Mr. Chairman, I will pass for the moment as 
well. 

The Chairman. Mr. Goode. 

Mr. Goode. And I will apologize for not being in here for the fiill 
length of your testimony. You may have stated this: Do you support 
or do you not support the chairman's bill, H.R. 4149? 

Mr. Pandolfi. We have not yet taken a position on that. 

Mr. Goode. I heard what Mr. Pombo said about the Miller 
amendment. And you haven't taken a position on that? 

Mr. Pandolfi, No, sir, we haven't. 
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Mr. GooDE. Are you just going to wait until everything happens 
and make up your mind? 

No more questions. 

The Chairman. Well, the point the gentleman from Virginia 
makes is accurate. I have before me now, Mr. Stewart, the piece 
of paper sent out from the Forest Service about the impact of the 
Miller amendment. Just listen to this. I mean, again, 1 want to re- 
view it for you. It means that you have to reduce program accom- 
plishment in these areas: forest land vegetation management, re- 
forestation, $20 million, $20V2 million, over 46,000 acres; by the 
way, 75 percent of the total you had planned for the whole year; 
timber sand improvement, $10.7 million, 42,000 acres, 58 percent 
of the total that you had plfuined all yesu- long; wildlife habitat 
management, $4.9 million, 30,000 acres; inland fisheries habitat 
management, 1.2 million; anadrivous fish, 1.6 million; threatened 
endangered species, .4; watershed improvement, 2.8. And we can't 
get you folks to oppose it, and we're standing there naked, alone, 
the last friends you have left — and maybe there are not many of 
those — trying to defend the Forest Service, And you're moving 
funds like this destroying on-the-ground progriuns. Now, that is 
hard for me to believe that you could do that. 

Now, would you say, Mr. Stewart, that you oppose the Miller 
amendment? 

Mr. Stewart. Are you asking me personally or are you asking 
me 

The Chairman. No. I'm asking your agency through you. 

Mr. Stewart. Well, you can't 

The Chairman. Are you going to say that you have not stated a 
position? 

Mr. Stewart. Mr. Chairman, you know that it's the administra- 
tion's position, which they have not taken. And I don't know what 
their position will be. We're still in discussion with them. 

The Chairman. Well, I know. 

Mr. Stewart. You ask me personally, and I don't like the im- 
pacts. 

The Chairman. Goodness gracious. Such a system. Isn't it awfiil? 
It really is awful, pathetic. 

How about you, Ms. Thompson? Do you oppose the Miller amend- 
ment? 

Ms. Thompson. Very much so conceptually, but I can't speak for 
the administration. They have not taken a position on it. 

The Chairman. Mr. Pandolfi, we're going to mark-up this bill 
next week. Do you think you coxUd have your thoughts up here by 
that point, that time? 

Mr. Pandolfi. It's our intent to do that. 

The Chairman. It will take you about 20 minutes to read it. 
Well, we look forward to hearing from you by next week. Thank 
you all for testifying. 

Mr. Pandolfi. Thank you. 

Ms. Thompson. Thank you. 

liie Chairman. The next panel will — I understand Mr. Dave 
Schmidt, the chairman of the Linn County, OR Board of Commis- 
sioners, Albany, OR, has to leave. So we're going to ask Mr. 
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Schmidt to come up with the gentlemen, Mr. Schatz, Mr. Schlecht, 
and Mr. Hodge, please. 

Mr. Schmidt, welcome. Since I understand you have to leave 
early, we're going to ask you for your testimony. 

Welcome. 

STATEMENT OF DAVE SCHMIDT. CHAIRMAN, LINN COUNTY, 
OREGON BOARD OF COMMISSIONERS 

Mr. Schmidt. Mr. Chairman, thanks for this special dispensation 
in terms of time. 

And, members of the committee, my name is Dave Schmidt. And 
Fm here today representing the National Association of Counties, 
which we'll cail NACo. I'm a county commissioner in Linn County, 
OR, as you have mentioned. I have served as NACo's Public Lands 
Steering Committee Chair sind the president of its Western Inter- 
state Region. I am a professionfil forester by training and own sev- 
eral tree farms. So I am famiUar with forest management, prac- 
tices, costs, and techniques. 

I will summarize my remarks and request that the full text of 
mystatement be included in the hearing record. 

The Chairman. Without objection, so ordered. 

Mr. Schmidt. Thank you. 

We appreciate the opportunity to testify on H.R. 4149, the Forest 
Service Cost Reduction and Accountability Act of 1996. 

Many people over the years have asked rhetorically: Why are 
counties interested in timber management activities? There are 
very few county governments that manage forest resources. While 
this is true, counties do have a critical stake in the outcomes of 
quaUty management of our national forests because quEility of life 
and the economies of hundreds of counties across the country are 
dependent on the goods and services that flow from our national 
forests. Jobs, families, businesses, schools, infrastructure, and com- 
munity stability idl are dependent on good stewardship. 

At the outset, want to make absolutely clear that we are not here 
to be Forest Service bashers. NACo and its member counties have 
forged a much improved relationship over the past few years. But, 
like all relationsmps, we must have the capacity and the will to 
find improved ways of accomplishing the mission of the Forest 
Service. We beUeve the Forest Service must be accountable to itself 
and the general public. 

NACo and its policy committees have stressed the need to sub- 
stantially increase our forest health activities to assure the long- 
term sustainabUity of our forest resource. The off-budget funds £id- 
dressed by H.R. 4149 are used in connection with the very activi- 
ties we believe are critical. 

Even though Forest Service administrative costs have ballooned 
M a result of judicially imposed legal and planning costs, each dol- 
lar used for gener2il administrative overhead is one that cannot be 
used for on-the-ground activities for good science-based resource 
management. The Comptroller General has documented the extent 
of overhead increetses in recent years, and we beheve the propor- 
tion of overhead expenses has risen to levels that hinder the deliv- 
ery of goods and services from and in our national forests. 
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We understand and support some of the activities normally 
charged to overhead, such as community involvement efforts, but 
we must keep these costs to a minimum. It is for this Committee 
and Congress, working with the Forest Service, tt> decide the ap- 
propriate level for overhead in these ofT-budget accounts, but we 
believe they should be reduced substantially. 

SpeEiking directly to the provisions of H.R. 4149, Mr, Chairman, 
we Delieve the establishment of an accounting system that con- 
forms to Generally Accepted Accoimting Principles is essential to 
understand the true costs associated wiUi the management of these 
programs. County officials must meet these requirements each and 
every day. 

The all resources reporting system, required by H.R. 4149, could 
provide the Forest Service a much clearer picture of the allocation 
of its costs but could filso E^ve counties £uid other affected stake- 
holders a better understanding of what fiiianci2il resources go into 
sustainable forest practices and forest health-related management 
activities and, as a secondary effect, could help quell misunder- 
standing and some of the stridency of the debate over below-cost 
timber sales. 

Forest Service Chief Mike Dombeck has spoken of the need to 
move to a science-based man^ement regime for our national for- 
ests, managing them for resource values, rather than for timber 
production. The Forest Service must know its costs before embark- 
ing on an aggressive fundamental change in philosophy because 
otherwise financial resources will be consumed by unrelated busi- 
ness activities and general overhead that will undermine their 
well-intentioned efforts. 

When setting limitations on costs charged to off-budget funds, 
noted in section 6, we would recommend that Congress work with 
the Forest Service in establishing time frames that would not 
hinder the appropriate management and utilization of resources. 
This problem needs to be resolved but not at the expense of the 
needs of the national forests. 

Section 7 contemplates the development of a cost reduction stra- 
tegic plan within 180 days of enactment of H.R. 4149. Our concern 
about such a plan is that it should not include strategies that re- 
duce on-the-ground activities, particularly as they relate to forest 
health measures that are already suffering from far too little atten- 
tion and far too few resources. These strategies must not under- 
mine the reasonable and sustainable utilization of resources from 
our national forests. 

Section 7 also has substantial reporting requirements. Any such 
r^wrting should include easily understandable summaries for all 
affected stakeholders and general public to access and comment 
upon. The Federal Register is not the place to provide such infor- 
mation. 

Mr. Chairman, the National Association of Counties beheves that 
you are on the right track with this legi^ation. We understand the 
need to allocate overhead expenditures under generally accepted 
cost accounting procedures. However, these costs must not be al- 
lowed to grow nirther and should be rolled back to defensible levels 
while protecting the health and future of our sustainable forest re- 
source. 
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Thank you, Mr. Chairman. 

[The prepared statement of Mr. Schmidt appears at the conclu- 
sion of the hearing.] 

The Chairman. Thank you. Commissioner. And you're excused at 
£uiy time that you feel necessary to go. I appreciate you coming and 
thank you for your testimony. 

Mr. Schmidt. All right. It's always good to be here. 

The CHAiRMAN.Mr. Schatz is president of the Citizens Against 
Government Waste in Washington. 

Welcome, Mr. Schatz. 



Mr. Schatz. Thank you very much, Mr. Chairman. And I want 
to congratulate you for having six heiuings and hopefully more on 
the oversight of the Forest Service. Obviously that has been very 
important in making the point that you have been trying to make, 
wmch is that this is a critical matter. 

I see no cameras here. This is not always an exciting issue. But 
what you are doing and what has been contemplated by the Chief 
Financial Officers Act, the Government Performance and Results 
Act, and the amendments that were recently approved to that real- 
ly make a big difference in how taxpayers will be able to find out 
what's going on with their money. 

I think it's also important to communicate it the way that you 
have, which is that better financial management is meant to help 
these agencies. You didn't talk about eliminating programs. You 
didn't talk about wiping out whole departments. 

There are various functions of the Federal Government that are 
extremely important and useful. And the best way to get them 
done effectively is to bring in financial management experts and to 
get people to pay attention to how the money is being managed. It 
happens in the private sector. It happens on occasion in the Fed- 
eral Government. But anyone can really understand and get these 
principles down and appreciate what needs to be done. 

So we certainly agree with what you're trying to do in this legis- 
lation. We think it is very consistent with the Government Per- 
formance and Results Act. Many of the problems came to light be- 
cause of your oversight and also because of all of these various 
pieces of legislation, GAO reports, watchdog groups, and certainly 
the interest of many of the people here on Capitol Hill. 

I would point out, by the way, that I think the earliest time it 
was attempted to find out how many planes were owned by the 
Forest Service, Ed Madigan was Secretftry of Agriculture, and that 
was 1989. And we still don't have an answer. 

The Chairman. If the gentleman would yield, that's exactly cor- 
rect. A dear friend, Ed Madigan, deceased, Secretary of Agri- 
culture. And during his time, he was trying to find out how many 
airplanes they owned, and he couldn't do it. You're absolutely cor- 
rect. 

Mr. Schatz. I want to thank John Frydenlund, who was working 
there at the time, who was well-aware of that as well. 

Providing reliable data is a very important part of what you have 
put into H.R. 4149. The all resources information and financial sys- 
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tem will be very helpful. Simply reqxiiring an agency to account an- 
nually for its costs seems to be very fundamental. 

Imposing limitations on overhead is also extremely important. I 
think moving this over to the appropriations process is a wise idea. 
When you look at the information that was in the General Account- 
ing Office's written statement about how much overhead has been 
put in, there's a wide variance. In fact, in 1993, the Forest Service 
managed out of the reforestation trust fund with a 0.82 percent 
overhead. Now it's 21.4 percent. 

Clearly it can be done. If you look at, for example, the Social Se- 
curity Trust Fund, it's managed with very little overhead. It's pos- 
sible. And if the bill gets passed, it's not just a matter of what it 
says. It's a matter of continual oversight. And we hope that your 
successor is as interested in this as you have seemed to be because 
it is an extremely importemt effort. 

As to outside taxpayer groups, we appreciate being invited today 
with other groups that we work with very closely. We will continue 
to monitor this Etnd report on it. But, however many reports are 
filed, audits are conducted and if they are put on a shelf and ig- 
nored, then the work does not get done. 

There was some discussion of incentives to achieve the goals. I 
think Mr. Pandolfl's approach of informing people that those activi- 
ties will receive less money unless these management systems are 
fixed is a good approach. 

There's also the question of accountability. You asked a very ap- 
propriate question: Who was in charge? And the emswer, unfortu- 
nately, £is is typical with a lot of agencies, is: I don't know. Maybe 
it's him. Maybe it's her. Maybe it's someone at the top. That has 
to be made very clear, and someone has to be held accountable once 
you determine who is accountable. 

Congressman Neumann has legislation on which I testified be- 
fore Congressman Horn's subcommittee that would actually get rid 
of people if they don't produce audited financial statements by the 
middle of next year. 

Someone protested that's not enough time. Well, the Chief Finan- 
cial Officers Act has been in effect since 1990. If you're in the pri- 
vate sector, you don't even get that long. I think there's a needed 
incentive on the other side so that people understand that not only 
are their funds on the line, but their jobs are on the line. 

Someone then brought up the fact that: Well, we have to make 
our computers compliant with the year 2000. So I said: Well, then 
if those people can't make the computers compliant, get rid of 
them. 

This is an everyday fact of life. And under our Civil Service sys- 
tem, that's hard to do. But it is something to contemplate as an 
oversight committee in talking with your other colleagues in terms 
of changing how things work, because ultimately that does have an 
impact on how people think and work. 

I appreciate again the opportunity to testify. I aak that my state- 
ment be placed in the record. I had one minor error, which your 
staff pointed out to me, which I would appreciate chsmging before 
it becomes part of the permanent record. 

And, again, thajik you for inviting us. 
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[The prepEired statement of Mr. Schatz appears at the conclusion 
of the hearing.] 

The Chairman. And thank you, Mr. Schatz. And, without objec- 
tion, your statement will be made a part of the record. 

Mr. Eric Schlecht is the director of congressional relations of the 
National Taxpayers Union. 

Welcome. 

STATEMENT OF ERIC V. SCHLECHT. DIRECTOR. 
CONGRESSIONAL RELATIONS, NATIONAL TAXPAYERS UNION 

Mr. Schlecht. Thank you, sir. Let me begin by thanking you, 
Mr. Chairman and members of the committ^, for inviting me to 
testify today. It is indeed an honor to appear before you as part of 
such a distinguished panel. 

As said, my name is Eric Schlecht. And I am director of congres- 
sional relations for the National Taxpayers Union, a Nationwide 
grassroots lobbying organization of taxpayers with 300,000 mem- 
bers. 

I come before you today to voice our support for H.R. 4149, the 
Forest Service Reduction and Fiscal Accountability Act of 1998. 
With taxes at an all-time high and the era of big Government 
clearly not over, NTU applauds this as a first step in reining in the 
wasteful spending and egregious mismanagement that currently 
exists within the Forest Service. 

For several years, the American taxpayer has watched as the 
U.S. economy has continued to expiuid, due in lai^ part to their 
continued hard work. Yet, instead of being rewarded with signifi- 
cant tax relief, they have been ignored while millions of their tax 
dollars are squandered on wastenil Government agencies, like the 
Forest Service. 

As you know, the Forest Service is mired in a serious fiscal cri- 
sis. Mismanagement and lack of accountability are the norm. And 
the possibilities of waste, fraud, and abuse within the agency's con- 
tracting activities are all dangerously high. 

I doubt, however, that a majority of Americans realize how bad 
things are at the Forest Service. Generally speaking, the GAO has 
determined that the Forest Service had significant reporting errors 
in its financial statements. And the records that support those 
statements could not demonstrate that its policies and procedures 
adequately safeguarded assets from unauthorized acquisition, use, 
or disposition and lacked financial systems that could accurately 
track revenues and costs. 

More specifically, the GAO has discovered that an estimated $45 
million due to the Forest Service from oUier Federal agencies for 
reimbursable services provided was double-cotmted on the Forest 
Service's financial records. 

Additionally, $7.8 billion in property, plant, and equipment re- 
ported by the Forest Service was erroneous because recdrds for 
these assets were not consistently prepared, regularly updated, or 
supported by adequate documentation. Therefore, Congress had no 
reliable method to assure that the Forest Service requests for addi- 
tional funds, supposedly needed to construct new roads and bulla- 
ings and acquire new equipment, were actually warranted. 
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Additionally, two of the six Forest Service offices that the GAO 
visited did not have acquisition plans for fiscal year 1996, as re- 
quired by Federal regulations. 

And the Forest Service has made little or no headway in adopt- 
ing three feder^^lly mandated practices that incorporate perform- 
ance factors into the contracting processes. 

Finally, as you have noted, Mr. Chairman, overhead costs in the 
Forest Service's so-called five fiinds increased significantly between 
1993 and 1997. In fact, the GAO has found that due to these in- 
creases in overhead costs, indirect expenditures as a percentage of 
total expenditures, has increased from 16 percent to 27 percent 
during that time period. 

Any objective review of the facts can only lead to the conclusion 
that the Forest Service is in desperate need of reform. H.R. 4149 
begins that reform by requiring all resources financial reporting, 
limiting overhead costs, requiring further GAO audits of the Forest 
Service, and requiring a 5-year strategic plan to identify and re- 
duce overhead and unnecessary costs. 

The National Taxpayers Union believes, Mr. Chairman, that 
H.R. 4149 is just a beginning, however. Far greater steps will need 
to be taken if true fiscal responsibility is to be achieved at the For- 
est Service. 

For instance, we would have preferred more stringent enforce- 
ment mechanisms included in the legislation. For example. Con- 
gress could require the Forest Service's annual appropriations be 
reduced by the amount GAO determines to have been wasted or 
unaccounted for in the previous fiscal year. 

Additionally, we believe a 2-year time Umit for self-reform is 
more appropriate than the current 5 years. Few, if any, corporate 
CEOs would be given 5 years to stop such waste and abuse in their 
corporations. Why should taxpayers' money be treated any less 
valuably? 

In conclusion, Mr. Chairmiui, it is our hope that this merely 
marks the beginning of a comprehensive review of the Forest Serv- 
ice. For instance, many believe that mission creep and years of big 
Government mentality have expanded its jurisdiction into areas 
that are unwarranted. 

The Organic Administration Act of 1897 clearly gives the Forest 
Service a narrowly defined and Umited mandate. In the act. Con- 
gress clearly limits the Service's duties to those of "securing favor- 
able conditions of water flows and to furnish a continuous supply 
of timber for the use and necessities of citizens of the United 
States." A thorough review of all Forest Service should be under- 
taken to determine what functions of the Service could be more ef- 
ficiently delivered at the State and local levels or by the private 
sector. 

We would also suggest a serious review of the many levels of bu- 
reaucracy continued within the Forest Service. In addition to the 
Forest Service's national office located here in Washington, DC, it 
also has nine regional offices and 155 national forests, each with 
their own ranger districts. Isn't it time that we ask ourselves if it 
is really necessary to have all of these levels of bureaucracy, Mr. 
Chairman? 
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So while I am pleased to appear here before you today, it is our 
hope that we can return to this distinguished conunittee in the 
near future to discuss deeper reforms of the Forest Service. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Schlecht appesirs at the conclu- 
sion of the hearing.] 

The Chairman. I thank the gentleman. Mr. Scott Hodge is with 
us, who is the senior fellow for tax and budget policy for the Citi- 
zens for a Sound Economy. 

Mr. Hodge. 

STATEMENT OF SCOTT A. HODGE. SENIOR FELLOW FOR TAX 
AND BUDGET POLICY, CITIZENS FOR A SOUND ECONOMY 
FOUNDATION 

Mr. Hodge. Thank you, Mr. Chairman and members of the com- 
mittee. 

I would like to express my agreement with the sentiments of my 
colleagues here and our appreciation for the committee taking this 
issue so seriously. 

For far too long, the Forest Service has been really getting a pass 
in being held accountable for its financial mism£ui£igement. ^d I 
truly hope that this legislation is the stick that the Forest Service 
needs to be held fiscally accountable and ultimately to put its fi- 
nancial house in order. 

Unfortunately, I'm not as optimistic as some of my colleagues 
£ind others. I think based on tne agency's long history of financial 
mismanagement and based on the testimony that we heard from 
the Forest Service today, I suspect that you and your colleagues in 
the future will have to revisit this issue and consider even toi^her 
measures. 

I agree with the sentiments expressed by the Senate Interior Ap- 
propriations Subcommittee when they said the agency has repeat- 
edly operated with indifference to the intent of Congress regarding 
accountability and program delivery. 

The General Accounting Office has said much the same thing, 
that inef^ciency, waste, emd waste within the agency's decision- 
making process have cost taxpayers hundreds of millions of dollars. 
And underlying this condition is an org£inizational culture of indif- 
ference, once again, toward the aa:ountability of expenditures and 
a failure to hold the agency Eiccountable for making timely, orderly, 
and cost-efTective decisions. 

My colleague, Mr. Schlecht, has outlined a number of the indis- 
cretions and transgressions that the General Accounting OfRce hais 
found. Of course, mis is the fifth year in a row that the Inspector 
General has been unable to deliver a favorable report on the Forest 
Service books. 

As we know, the last audit couldn't find 7 or 8 billion dollars 
worth of property, plant, and equipment in sound order. And it's 
because of these problems that we're going to have to continue to 
put the burden on Forest Service to comply with simple and basic 
accounting standards and practices that, as Tom mentioned, were 
put into place in the 1990 Chief Financial OfKcers Act and, once 
again, in the 1993 GPRA Act 
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I have a few suggestions that I'd like to offer up as we go ahead 
and consider this legislation that perhaps might strengthen it. 
First, link sanctions to the agenc}^s failure to meet its pernirmance 
standards. I wholeheartedly agree with the intent of this bill, but 
I think sanctions must be linked to the performance. 

Earlier this year, some lawmakers have suggested bringing in or 
creating an independent control board if the agency fails to live up 
to these standards. This might be an option to link to your legisla- 
tion. If they fail to meet their timetables, they will have a dead cer- 
tain date in which they know if they don't meet it, someone else 
would be brought in to take over for their mismanagement. 

Next I think you ought to seriously consider holding hearings, 
looking at filtemative ways of delivering these services and manag- 
ing the Forest Service, whether it's a control board, merging the 
Forest Service into another cabinet agency. The first studies done 
merging BLM and Forest Service were done I think in 1901 and 
have been bfintered about ever since. This ought to be considered 
as well. 

Third, perhaps transferring Forest Service management down to 
the States. GAO And others have found that the States do a far 
more efficient luid effective job of doing this. Unless the committee 
actually takes some of these things seriously, I don't think the 
agency itself based on their track record will take it seriously ei- 
ther. 

I would agree that ofT-budget items should be put back on budg- 
et. You know, it's the old saying, "Out of sight, out of mind." And 
too much gimmickry can take place. 

I think, really, ultimately the most important thing is to hold 
someone accountable, as Mr. Schatz has mentioned. It's cliche, but 
if a private company were run like this, how many years in prison 
would the directors get? And I think taxpayers, like shareholders 
of a private company, have a right to expect certain performance 
standards be held by the chief financial officer of that ^ency. 

And the question we have to ask, hsis anybody been fired for 8 
years of this kind of mismanagement? I don't know the answer to 
that, but I suspect that it's not happened. 

And so I think we should consider perhaps shortening the dead- 
lines, rather than lengthening them, within the bill. The CFO Act 
and the Results Act have given the agency plenty of time, and they 
still have not complied. I would hate to give it an extension, if you 
will, through another three or 5-year window in which to get their 
act together. 

And, lastly, I would like to address the issue of privatization. I 
really think privatization is one of the key areas, key aspects of 
getting at the root cause of cost of Government performance. Pri- 
vatization helps us identify the full cost of Government's services. 
But, unfortunately, this agency based on a track record is going to 
need some help in privatization. Perhaps we need to privatize the 
privatization service or, if you will, within the agency, bringing in 
an outside accounting firm to help in that effort. 

But the bottom line is that the Forest Service really is in finan- 
cial ruin. If the agency were a private corporation, it would be in 
chapter 11. Its officers would be off to some probably minimum se- 
curity prison and facing severe sanctions. And I hope that this leg- 
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islation was the beginning of holding this agency accountable for 
our tax dollars. 

I'd like my full statement entered in the record, if you could and 
I look forward to answering luiy questions. 

[The prepared statement of Mr. Hodge appears at the conclusion 
of the hearing.] 

The Chairman. Without objection. Thank you and thank all of 
you gentlemen. 

I suppose you might believe and ftnticipate that when the Forest 
Service was harvesting 12 billion board feet of timber and now has 
gone to 3 billion, with the same people, that overhead would in- 
crease rapidly against total costs, wouldn't you? I mean, that's kind 
of an accepted thing. 

And when the Forest Service could always identify before appro- 
priators that they were making $300 to $400 million, excluding the 

Sayments to the counties, there wasn't very much attention paid. 
Tow every sale practically in America is below cost because the 
overhead remains so high. But we can identify every sale. 

And there are those who never want to cut another tree, the Si- 
erra Club, who Eire dancing in the streets because this is right 
down their alley. They say: Well, why have a Forest Service if we 
have to subsidize it? 

So it's an interesting revolving thing we have here, and I thank 
you all for your very interesting and good suggestions. 

Please, Mr. Pombo. 

Mr. Pombo. Thank you, Mr. Chairman. 

Mr. Hodge, you talked about privatization within the Forest 
Service. And from reading your testimony, from your oral testi- 
mony, I take from that you're tsilking about privatizing services 
within the Forest Service, functions that the Forest Service pro- 
vides for people. What about the privatization of the lands, taking 
non-environmentally sensitive lands and selling those to the pub- 
Uc? 

Mr. Hodge. Well, I think that it should be thought of vew seri- 
ously. I think when the U.S. Government owns one-third of the Na< 
tion's land mass, we ought to consider perhaps that some of that 
is nonessential. 

And we have to remember that many of these Government land 
management agencies are an accident of history in which we had 
the land grants and the homestead acts in the 1800's, in which we 
basically were attempting to privatize Western lands. And when we 
failed to get rid of all the lands, we had to create agencies to man- 
age them. 

And obviously not all of these lands are sensitive. Not all of them 
are historic. And not all of them are the pristine ones that we want 
to keep as our crown jewels. And so it makes perfect sense to pri- 
vatize them or perhaps if that is too politically sensitive, to give 
them back to the States. After all, really, it's their land. 

Mr. Pombo. rd Uke to have the other panelists comment on that 
as well Ets well as the idea of turning them over to the States. We 
have had legislation introduced in all three of the last three Con- 
gresses that would have either privatized a lot of these lands or 
turned them over to the States as a way of saving taxpayer money. 
Fd like to have the other panelists' comments on that as well. 
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Mr, SCHATZ. Mr. Pombo, we've probably written a letter in sup- 
port of that at one time or another. It is something that we have 
discussed and considered. In fact, it was a recommendation as far 
back as the Grace Commission, which preceded Citizens Against 
Government Waste, to privatize grazing lands, for example. So 
there is in our organization a history of moving in that direction. 
It is one of these very difficult issues, but it does m2ike some sense. 

I recall a brief discussion with Chairman Heinsen, actually, a few 
years ago, where it w£ts at least on the table. So I know that that 
idea has been around. That's something that we would be happy 
to work with you on. It does save Feder^d tax dollars. 

It's like a lot of other areas in the Federal Government, where 
they can be better managed locally, whether you're talking about 
education or you're talking about military commissaries. There's a 
lot of things that can be privatized. 

But I think in terms of land management, the States will have 
a very strong interest in maintaining the lands themselves. And 
even if you luid some bidding on it, where you allowed the environ- 
mental groups or others to get involved, you would find that we 
would preserve a lot of what needs to be preserved and get hd of 
a lot of things that we don't necessarily need. 

Mr. ScHLECHT. I would just briefly concur with both my fellow 
panelists. I think it makes sense to at the least, at the very least, 
consider and in my opinion move towards either transferring a 
good part of these lands to the States £tnd perhaps to privatize. 

There are severfil examples of where the State and local govern- 
ments are much more efficient than the Federal Government. And 
the same holds true with private lands. There are examples where 
owners of private lands that log or run liirge areas of land and do 
it with quite fewer people than the Forest Service does and still 
makes a healthy profit. So I think it makes complete sense to, at 
the very least, consider sending to the State and local level or to 
privatize. 

Mr. Hodge. If I could add, Mr. Pombo, I think what we would 
need to precipitate that, however, is a thorough Eiccounting and 
refdly a review of the Government's land holdings. And I think that 
there has been a great deal of effort by some in the private sector 
to do that, but I don't think the data is fully there on what the 
Government actually owns and where it owns it. 

And until we can do that sort of a survey and have a real handle 
on it, we're going to be met, these kinds of efforts are going to be 
met, with a tremendous amount of resistance because it s aU going 
to be talked about. Oh, you're trying to sell the Grand Canyon. 
And, of course, that's not the case. 

But if you took at what the Psirk Service owns just within Wash- 
ington, DC £tnd other urban £ireas that really doesn't make any 
sense, I know the Forest Service has simitar lund of land holdings 
that are truly unessenti2il, but until we get that kind of an inven- 
tory, I don't think that it's going to be easy to move in that direc- 
tion. That's the sad case. 

Mr. Pombo. You're 100 percent accurate in what you're saying. 
There is no accurate inventory that exists. I have requested find re- 
ceived two GAO studies over the past 3 or 4 years on Federal land 
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ov/nership and land ownership patterns. And we have had an in- 
creasing amount of Federal ownership. 

It would be surprising I think to most people in the era of $300 
billion a year deficits that we were increasing the amount of Fed- 
eral land that we had substantially every year at the same time 
that our land management agencies were saying that they didn't 
have enough money to manage the lands that were in the current 
Federal inventory, which I believe is true. And we've had hearings 
on that in the past about them not having enough money to man- 
age the lands that are in the current Federal inventory. 

But, at the same time, every single year that I have been here 
for the past SVa years, we have had requests frem the administra- 
tion to add additional Federal land. And it's a never-ending sce- 
nario in that respect. 

I have a final question I'd like to ask of the panel, Mr. Chairman: 
As Government watchdog groups, taxpayer watchdog groups, how 
do you accurately assess the efficiency of the Forest Service with 
the information that gets provided to you? How can you accurately 
say this program is inefficient or this program works well? After 
having seen the audit, after having heard the testimony, how can 
you accurately come out and say that these programs work well or 
they don't work well? 

Mr. ScHATZ. Are you talking about a specific program or just the 
overall financial management? 

Mr, POMBO. Well, taxpayer organizations have been very critical 
of specific programs wiliiin the Forest Service in the past as well 
£ts the Forest Service in general. And I'm just wondering that hav- 
ing heard — and I know you heard the testimony of the Forest Serv- 
ice and the Department earlier. There is no accurate accounting of 
where the money is being spent. So how can you come out and say 
that this particular program is efficient or it's not knowing that the 
information they're giving you is inaccurate? 

Mr. SCHATZ. Well, I think if you look at the numbers, you just 
look at the overhead numbers, they can't be managing them effi- 
ciently. And certainly a number of these trust funds have been 
aroujid for more than 80 years, in fact, since the 1913 one, 1913, 
1916, 1930. These are very old funds. They should know. It's al- 
most an obvious answer. "Hiey should know what they're doing by 
now. You don't have to look that far when you're looMng at 2&-30 
percent overhead and something that's been around for that long 
to know they're not mansiging it correctly. 

In other areas, we rely on audits by the General Accounting Of- 
fice or reports from the Inspector General. The Committee itself in 
terms of their own oversight works closely with the members them- 
selves. And they provide information. 

But you're right in the sense that you do need that basic infor- 
mation. That's why for our organization and I know everyone else 
here, the CFOs Act and the Results Act £ire so critical to evaluating 
that information. And I think, honestly, in a bigger picture, that's 
been one of the difficulties in communicating to the public about 
which progrems are working and which aren't and why this basic 
information is so important because when you get the Results Act 
and they say "We're going to do X" and they don't do it, then you 
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can go out and sa}[, 'l^ook, the agency itself said they were going 
to do this. We said it was OK. They're not doing it." 

And I think over the next several years, there will be more and 
more opportunities to know exactly what's going on within those 
programs as they come on line, as their bobks get audited^ and as 
we get more reliable information. 

And it begs the question — and this is not to turn it around a lot 
how does Congress know what it's doing? It does make it very dif- 
ficult. And it leads to the mind-set that you just described about 
the agencies, where they come in and say, "Well, we can't manage 
the lands that we have now with the people we have. So just give 
us more land and more people." 

In the private sector, you wouldn't hear that. Well, the people 
who s£ud that actually wouldn't be around very long. Somebody 
might ask for it, but they wouldn't be there. And it's a whole cul- 
ture that needs to be chfmged, whether it's at the IRS, as we tried 
to do, as you all did recently, or the Forest Service or anywhere 
else. 

Mr. POMBO. The final point I'd like to make is that a statistic 
that came out that I had never seen before at a hearing the chair- 
man had a couple of months ago dealt with the forest road system. 
And one of the things that — the forest road system has always at- 
tributed to the timber program. And everybody is always critical of 
the timber program, the below-cost timber sales and the like. 

And the statistic that came out from Chief Dombeck in his testi- 
mony was that there are 1.7 million vehicles per day that are driv- 
en on forest roads for recreational purposes and 15,000 vehicles per 
day for timber-related activity. And, yet, the cost of that forest road 
system is attributed to the timber program. And I think that as we 
get more accurate accounting for how the money is spent, the true 
cost of some of these programs I think will come out. And a lot of 
people I believe will be surprised when they see the true costs 
when they are attributed to where they should be. 

Mr. Hodge. I think, Mr. Pombo, that this is why the agency 
itself keeps bringing up the issue of defining overhead because I 
think what would happen is that in many cases, they would find 
that overhead comprises most of the cost of the program and that 
the marginal service that they're delivering is perhaps not worth 
that cost. 

And so you're going to find this hair splitting on their behalf or 
on their part throughout this process. Oh, well, we can't figure out 
what overhead. That's nonsense. Of course tiiey can figure out 
what overhead. 

Eveiy corporation in America can define in a matter of a heart- 
beat what their overhead costs are. It's critical to whether they are 
profitable or not. And if this agency cannot define in a heartbeat 
what its overhead costs are, that's a serious problem. 

Mr. Pombo. Thank you. 

T^e Chairman. Mr. Blunt. 

Mr. Blunt. Thank you, Mr. Chairman. 

With the last panel in the last couple of questions, the chairman 
seemed to not meet with much success in getting the panel to de- 
termine who was ultimately responsible for running the Forest 
Service. I think if you had, Mr. Chairman, an FAA question inside 
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Transportation, it would be clear and obvious to everybody that the 
head of the FAA. was the person who had to accept that responsibil- 
ity. And it was the Secretary's responsibility to replace that person 
if that person wasn't acting, but there was an Individual who had 
responsibility there. 

I just would like for the panel maybe to comment on how they 
thinic ^lat that culture has developed in the Forest Service where 
no one really wants to take responsibiUty and what your advice 
would be as the best way for us to restore a sense of responsibility 
to the Forest Service. 

Mr. Hodge. Well, I would say that, I mean, there's an old saying 
that the fish rots from the h6ad. And, to that extent, obviously 
tjiere is someone who is a director, not only of the USDA hut of 
the Forest Service, And ultimately that person is accountable. 

Also, as both of the previous panelists were aware, the CFO Act 
puts some pretty strict accountability on them for maintaining ade- 
quate books and so forth. And then we start going down the line 
into other management. 

But ultimately it's the political. I would start with the political 
appointees, hold them accountable, and if they're not accountable, 
then go into the GS~15s and so forth, and start until somebody fi- 
nally squeals. But there has been — I mean, it was amazing to 
watch this previous panel pointing in all directions. 

Mr. SCHLECHT. In their defense, I don't think I would want to be 
responsible for what's ongoing in the Forest Service either. So it's 
kind of understandable that they're pointing fingers. 

Clearly something has to be done and someone has to be held re- 
sponsible. And whether it would be, as Mr. Schatz mentioned, Mr. 
Newman's bill that will put a date certain for certain actions to be 
taken and if that doesnlt happen, then that person is reheved, 
clearly something has to be~^ne. 

I was just reminded while listening to them of a scene in the 
movie Patton where General Patton comes down to a river that's 
trying to be forged by an armor unit and fires the company com- 
mander there with the battaHon commander, the colonel. And he 
turns to the major and says, "M^or, you're in charge. And if you 
don't get this unit across the river in 15 minutes, I'm going to fire 
you, too, and find somebody else who can do it." 

It seems to me that maybe some of that bravado and action and 
leadership is needed in the Forest Service because clearly someone 
needs to be responsible. This isn't Monopoly money that they're 
throwing around. This is taxpayers' dollars. And they deserve to 
have it used efficiently. 

Mr. Blunt. Mr. Schatz. 

Mr. Schatz. I concur as well. And under the CFOs Act, the rea- 
son that you've had all of these other bills since then and the rea- 
son you had to amend the Results Act to provide some teeth, the 
reason you're sitting here today doing this bUl, which provides a 
few teeth but not all of the teeth I think that are needed is that 
there is not a sense of accountability throughout the Federal Gov- 
ernment, whether it's the Forest Service or anywhere else. 

There is that basic question. Who has gotten fired for not fixing 
the computers? Who has gotten fired for not producing the finan- 
cial statements? And it's not a terribly positive incentive, but it is 
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something that would give people the idea that there is something 
that they need to do in order to maintain their jobs. 
Obviously positive incentives are better. If you get here, you will 

fet X, Y, or Z, but if you don't, there's something on the other end. 
'ou know, you don't see a lot of merit-based pay riiises, for exam- 
ple, throughout the Federal Government. That's getting a tittle bet- 
ter. 

People have, I think, gotten accustomed to doing their job and 
not worrying about the consequences. On the other hand, some- 
times they're afraid to do their job because they don't know where 
the accountability is. 

It's almost easier to know where you stand than to kind of point 
fingers. It makes people a lot more productive if they know where 
they're going and what the consequences are, what the rewards are 
of doing what they're supposed to do. 

Mr. Blunt. Thank you. 

Mr. Chairman, I just would say to you that I appreciate the ef- 
fort you're mak^g to try to create accountability here. When I 
started in public service as a county official, one of my colleeigues 
at the courthouse had replaced someone who embezzled money 
from the office they held. 

And it was Em office that handled lots of money. And, for what- 
ever reason, the auditors could never determine exactly how much 
money these accounts were supposed to have in them to start with. 

And so this person for a number of years labored under the re- 
sponsibility of being responsible for these accounts without know- 
ing how much money was there. He somehow managed to do a re- 
markably good job of doing that, but there was always that ques- 
tion as to just what kind of job he was doing because nobody knew 
the basis with which he started or the accountability that he ulti- 
mately was supposed to have. 

And it seems to me to a great extent that not knowing how much 
land you have, not being able to tell Mr. Pombo or others that, not 
knowing how many airplanes you have, always arguing that every 
audit simply doesn't understand the dynamics of your unique sys- 
tem and the way it has to be audited is a great formula for no one 
to ever really be held truly accountable because no one knows what 
they're truly to be accountable for. 

And I think your efforts to try to establish that basis are an im- 
portfuit part of the ultimate maneigement solution here. And I'm 
just pleased that you're continuing to be vigilant in this. 

The Chairman. Well, I thank the gentleman for a good example 
of what I think is occurring. I agree with him. I just commiserate 
with Mr. Pandoin. I think about a private sector accountant, a ci- 
vilian, of all things, moving into an agency that has not been ac- 
countable to anything for 60 years. And does anybody believe that 
Mr. Pandolfi is going to get'the pWper information? A fair question 
and another reason for this bill. 

Gentlemen, thank you very much for your great testimony. 

The Chairman. We have one panel left, please: Mr. Jim Crouch 
and Mr. Larry Hill. Mr. Crouch is the chairman of the Federal 
Timber Purchasers Committee, RussellviUe, AR. I've been watching 
you, Mr. Crouch. You either have been epjoying this or you're in- 
credibly entertained. Tih not sure which. 
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Mr. Crouch. I guess I'd have to say, Mr. Chairman, that you're 
doing a remarkable job. And for me £is an old Forest Service forest 
supervisor, it's a very sad day, to be honest with you. 

The Chairman. Yes. 

STATEMENT OF JIM CROUCH, JIM CROUCH AND ASSOCIATES. 
ON BEHALF OF THE FEDERAL TIMBER PURCHASERS COM- 
MITTEE 

Mr. Crouch. I would like to say to you and members of this 
Committee that it is a pleasure to be here and maybe help in some 
small way. I am chairman of the Federal Timber Purchasers Com- 
mittee, the FTPC, as most of us call it. 

Our members purchase Federal timber from the U.S. Forest 
Service and from the Bureau of Land Management. We are very 
concerned with the issues involving the agency funding and oper- 
ations. 

For years, we have supported the Forest Service budget requests 
for its Timber Sale Program, only to see the program slip to about 
3 billion board feet in recent years. In addition to the declining 
amount of Federal timber, the type and quedity of timber have 
dropped significantly. The percentage of green timber has de- 
creased and non-sawed timber products now make up 50 percent 
of the timber sales. 

Timber sale costs, on the other hand, have steadily increased due 
to the excessive overhead costs. The net result is a growing, below- 
cost Timber Sale Program, whose costs frequently exceed the tim- 
ber sale receipts. 

My testimony today will focus on the Forest Service accounting 
system and excessive agency overhead charges. The Forest Service 
does need an all resource reporting system. For years, the Forest 
Service has used the TSPIRS system to provide Information regard- 
ing the agency's Timber Sale Program. 

The agency, however, has failed to develop similar reporting sys- 
tems for its other programs. This inconsistency has played directly 
into the hands of the opponents of the Timber S^^le Program, who 
use TSPIRS data and I would say most of the time out of context, 
to support their claims that the 'nmber Sale Program loses money. 

'The American people are bombarded with negative information 
about timber sale costs but see virtually no information regarding 
the high cost of the other Eigency progrsmis. 

We feel that section 4 of H.R. 4149, requiring the Forest Service 
to develop an all resources reporting system, is a must. The re- 
quirement for full implementation within 1 year of p£iss£tge should 
minimize agency procrastination. We £ilso think that the 13 pro- 
gram areas to be included are probably adequate. 

Lastly, requiring the costs of forest stewardship and their per- 
sonal use components of the Timber Sale Program to be included 
in forest land vegetation management and fisheries habitat man- 
agement programs should provide a much more accurate report of 
what the real costs £ire for commercial timber sale management is. 

I would like to talk a minute about controlling overhead cost. We 
are frustrated over the amount of agency overhead costs being 
charged to the off-budget funds. As you note, they now exceed 27 
percent of the aimual expenditures from these fimds. These over- 
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head costs mean less money for on-the-ground projects at a time 
when the agency has a huge backlog of work. 

In an attempt to maintain these accounts, the agency has stead- 
ily increased the percentage of the sale value Eillocated to K-V fund 
disposal, et cetera. This decreases directly the returns to the Fed- 
eral treasury. 

We're also pleased to see that section 5 limits costs charged to 
the off-budget funds. The cap of 20 percent within 90 days followed 
by 10 percent within a year £md complete elimination at the end 
of the second year we believe is a reasonable approach. 

We are also equally frustrated by the excessive overhead costs to 
the appropriated timber sale funds, which is now 31 percent. Our 
FTPC members' overhead costs Eire typically in the 15 to 17 percent 
range. This is about half of what the Forest Service has. To stay 
in business, we've got to keep our overhead costs down, but we ba- 
sically see no incentive for the Forest Service doing the same. 

We support section 6, which requires the agency to fiilly disclose 
the amount of overhead included in each budget item in their an- 
nual budget requests. We also support section 7, which requires a 
5-year strategic plan for identifying and reducing overhead and un- 
necessary costs. 

In closing, Mr. Chairman, I want to thank you for your leader- 
ship in this important area. And at the appropriate time, I'll be 
glad to answer luiy questions. Thank you. 

(The prepared statement of Mr. Crouch appears at the conclusion 
of the hearing.] 

The Chairman. I thank the gentleman. 

Mr. Larry Hill is director of forest policy. Society of AmericEm 
Foresters. 

Welcome, Mr. Hill. 

STATEMENT OF LAWRENCE HILL, DIRECTOR OF FOREST 
POUCY. SOCIETY OF AMERICAN FORESTERS 

Mr. Hill. Thank you, Mr. Chairman, Committee. We're pleased 
to be here and comment on the Forest Service Cost Reduction and 
Fiscal Accountability Act, We appreciate very much the commit- 
tee's support of professional forestry and, in particular, some of 
SAP's priorities. 

With your permission, Mr. Chairman, I would like to summarize 
our official testimony that would surely go into the record. 

The Chairman. Without oMection, so ordered. Thank you. 

Mr. Hill. Well, straight off, let me say that, no matter what kind 
of a mechanism Congress uses to pay for land management, SAF 
joins the Forest Service and the committee and presumably the 
American people in wanting Forest Service progreuns delivered on 
the ground as efficiently and effectively as possible, be they recre- 
ation, forest products, fish and wildlife habitat, or other uses. 

Report after report suggests that the Forest Service has serious 
fiscal accountability problems. It's obvious to SAF that the bill be- 
fore us, H.R. 4149, attempts to assist the Forest Service to over- 
come those problems. 

The committee and the Forest Service Chief are already working 
toward this end. And SAF strongly supports these efforts to im- 
prove fiscal Eiccountability and responsibility in the Forest Service. 
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Fiscal and accounting processes and procedures are not in SAPs 
area of expertise. So we're not in a very good position to rec- 
ommend where and how much overhead csin be chatted to off- 
budget accounts. However, we do believe that accounting for over- 
head expense is critical so that people have a better understand!:^ 
of what it truly costs to run a Forest Service program. 

Since Congress provides authority and appropriations for the 
Forest Service, Congress should decide how to administer Forest 
Service off-budget accounts. However, if Congress believes no over- 
head should be charged to K-V reforestation work, for example, 
then the President's annual budget should include a request for 
funds sufficient to administer that program. 

There are costs associated with administering off-budget ac- 
counts and appropriated funds that will get the work done on the 
ground. Not to recognize and pay those costs means that critical 
work might not get done. 

Prohibiting the Forest Service to use K-V funds for overhead is 
a drastic action taken in the fiscal year 1999 Interior and related 
agencies' appropriation bill because operating expenses £u-e reduced 
wmile providing no commensurate increase in general administra- 
tion appropriations. Hopefully the final appropriations bill will cor- 
rect this situation. 

SAF believes that H.R. 4149 gives the Forest Service time to ad- 
just to reduced ability to use off-budget accounts as a source of 
funds to administer those accounts. We understand that the Forest 
Service has already begun to develop an all resources reporting 
program. The bill establishes such a system, which seems fair, al- 
though potentially costly. 

The American people are entitled to know what their invest- 
ments are buying. The system may at times show significant losses 
for certain programs annually, not recognizing that tney will return 
additional benefits in later years. Hopefully tiie Forest Service will 
find a way to account for investments that will pay off well into the 
future. 

We suggest that the committee review section 4(2)(c), "Cost Allo- 
cations," take another look at it. Because the Forest Land Manage- 
ment, Vegetation Mansigement Program, the Wildlife and Fisheries 
Habitat Management FVogram, the Forest Stewardship Program, 
and personal use sales have different objectives, they might be ac- 
counted for separately. 

Briefly, Mr. Ch£iirman, that's our contribution. Vd tike to stand 
ready to respond to any questions. 

[The prepared statement of Mr. Hill appears at the conclusion of 
the hearing.] 

The Chairman. I thank you both. Mr. Hill, the Society of Amer- 
ican Foresters represents a broad section of both retired and active 
foresters, as I understand it, across the Nation. So your support or 
opposition is most important to the passage of this bill. So I wanted 
to ask you directly. And I heard your suggestion on 4(2)(c). Gen- 
erally do you support this legislation? 

Mr. Hill. Speaking for the society or for myself? 

The Chaibman. Well, either you choose or both. 

Mr. Hill. Yes. 

The Chairman. If it's yes, both. 
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Mr. Hill. Well, I think it's yes. We certainly are satisfied with 
the approach. It's time to do something. We've been on record as 
saying that the accounting processes need to be fixed. And this 
seems to be a very appropriate way of doing it. 

The Chairman. I thank you for that. 

I've heard the discussion from accountants about how we've got 
to reeducate line officers to be more fiscjilly accountable. Somehow 
that seemed to me to be backwards. Is it the line officers' respon- 
sibility for 27 percent overhead for the K-V fund? Let me ask either 
one or you. 

Mr. Hill. We're both old-line forest supervisors. So we have to 
think a minute on this one. 

The Chairman. All right. 

Mr. Crouch. Mr. Chairman, I don't think that there's any ques- 
tion in my mind that the line officers are responsible for the Forest 
Service. Certainly when I was a line officer, there was no question 
in my mind that I was responsible for whatever unit costs, includ- 
ing overhead costs, my unit produced. And I think that's the way 
it should be. 

I think, quite frankly, that as I travel the country and talk to 
many Forest Service people, you still in many, many ways find this 
feeling at the ranger district level and quite frequently at the forest 
level. 

But I would have to tell you that I don't think it's because they're 
doing such a bad job in most cases. I think there's a sucking sound 
in many parts of this country for projects that they wouldn't sup- 
port themselves that gobbles up this money. And I think that's 
where most of it is going. 

The Chairman, "nie sucking sound is not in Texas but all across 
the country. 

Mr. Crouch. Well, I'm thinking in many other places, other than 
Texas and Arkansas. 

The Chairman. I see. 

Mr. Crouch. Yes, sir. 

The Chairman. And I have always defended that point of view 
that line officers ought to have the responsibility of carrying out 
the policy on the ground. And that's how you're trained. 'Inat's 
what you've done aU your lifetime. It seems to me, when we've got- 
ten away from that decision-making line item officer program Uiat 
we're in trouble, not only with the budget but in carrying out the 
policy of the Forest Service in my opinion. 

"Then the question remains: If the line officer offers a budget for 
a forest in Arkansas, does that always mean that that is the budg- 
et that always survives when it gets through the authorities here 
and then before the Congress or is it changed? 

Mr. Hill. Well, I think the supervising official or the one that 
makes the budget request needs to answer some pretty pointed 
questions. Can the job be done more efficiently at lower cost by 
some other considerations? If the answer isn't satisfactory, then 
you go back and start over again. 

The Chairman. I guess my question was: Have any of your budg- 
ets ever been clmnged after they left your office? 

Mr. Hill. Absolutely. 

Mr. Crouch. Certainly, certainly. 
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The Chairman. That's the point. 

Mr. Crouch. Certainly. 

The Chairman. And, therefore, you have no control, Mr. Hill, 
after it leaves your office. 

Mr. Hill. I have argumentative control, but I may not always 
win. 

The Chairman. All right. 

Mr. Hill. It's a good point. 

The Chairman. Mr. Pombo. 

Mr. Pombo. Thank you, Mr. Chairman. 

Mr. Hill, in your experience at the locEtl level, have you seen a 
large increase in overhead costs? Are they spending a lot more 
money running the program at the local level than they were 10 
years ago? 

Mr. Hill. I haven't been in a line officer position now for fil- 
most — since 1975, as a matter of fact, when I came to the Washing- 
ton office. I've been with the Society of American Foresters now al- 
most 9 years. So I haven't managed a field program. I can't very 
well answer the question. 

Mr. Pombo. In looking at the program from the outside, does it 
appear that they have a lot more people running around doing 
management or — it's hard for me to understand exactly where this 
money is goit^ because in my forests out in California, it doesn't 
appear to be spent there. So we are hearing complaints at the local 
level that they have a lack of people that are managing the forests 
and qualified to do things out there. 

I'm a little bit confused. I see these numbers on increase in over- 
head over the past years, and it doesn't seem to be that the money 
is being spent out there. Do you have any clue where it is being 
spent? 

Mr. Hill. No, sir, I sure don't. I'd have to defer to some of the 
testimony that was given previously about the reasons for that: 
fewer people, less revenues coming in, and the proportions chang- 
ii^. 

Mr. Pombo. Mr. Crouch, do you have any comment on that? 

Mr. Chough. Yes, Mr. Pombo. I follow that reasonably close on 
three forests, in particular, on the Mark Twain in Missouri and the 
two forests in Arkansas, and in a genersil way in many of them 
across the country as p£irt of the Federal timber purchasers. 

What we have seen in recent years is as the various laws have 
become more and more complex, primarily the environmental laws, 
you have seen a buildup of various types of ologists from the dis- 
trict ranger level up. So it is certainly true that the unit costs at 
the district level are the costs that the supervisor's office has in- 
creased considerably. 

But I will tell you this, that when you look at the numbers, the 
numbers show that most of the increase has occurred at the re- 
gionftl office levels. And that's where the real bloat has tsiken place. 

So what you're seeing in California is, in fact, true. There are ad- 
ditional people on those districts. There are additional overhead 
costs. But it's a small part of this total raging change in overhead 

Mr. Pombo. Mr. Crouch, you have in your written testimony— 
£md I believe you stated this in your oral testimony — that in terms 
of the reporting, the reporting inconsistency has played directly 
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into the hands of— the timber sale opponents use TSPIRS data 
tj^pically out of context to support claims the Timber Sale Program 
loses money. Can you expand on that for me? 

Mr. Crouch. Sure. Until recent years, TSPIRS didn't even go so 
far as to break the timber sale costs and benefits down into the 
three components that they use now, namely commercial timber 
sales, land stewardship, and personal use. When you got over to 
your other programs, whether it be recreational, wildlife, soil, 
water, or whatever, there was no type of a system that says, "We 
took in this much. We spent this much. Here are the benefits." 

So when you rolled all of those components together and made 
it very, very visible, there are places in this country where for a 
number of years you have been able to show that there was more 
money spent for those three components of the Timber Sale Pro- 
gram than you took in. 

And so the environmental community, the left side of the envi- 
roimiental community, took that and used it very advantageously 
at the same time that many of us in the know know that the low- 
cost programs that we had were programs like wilderness and 
recreation and wildlife and so forth. And that never came to light. 
So there was no reporting system that popped those numbers out 
that made it easy for people to make comparisons between pro- 
grams. 

Mr. POMBO. Are you sayii^ that the cost of some of these other 
programs was attributed to the Timber Sale Program? 

Mr. Crouch. No, sir. But what I'm saying is that if you spent 
$3 or $4 million dollars on a forest to do a recreation program and 
took in $100,000, in my mind, that's substantially below cost. And 
there's really no system that made those numbers jump out for the 
public to see. 

But the TSPIRS did, in fact, make the timber sale numbers jump 
out. And the groups that wanted to exploit that were able to take 
those f^ures and say, "Here's what the agency says" and spend 
that. 

Mr. POMBO. Do you believe that it would be possible to ever 
chat^e enough money for timber to pay for the cost of Government? 

Mr. Crouch. I'm not sure I understand what you mean by "the 
cost of Government." Certainly the programs 

Mr. PoMBO. The particular programs of the Forest Service. One 
of the things that I have had people, foresters, tell me in the past 
is that, no matter how high the cost of the timber is, no matter now 
much money they pay, that the Forest Service can always spend 
more. So that they will always be in a below-cost situation because 
they'll never be able to pay whatever the Forest Service c£in spend 
and what is attributed to l^e timber program. 

Mr. Crouch. My experience would say that I would tsike excep- 
tion with that under these terms. If you're talking about the money 
that you would take in from the commercial sale of timber com- 
pared to the cost for the commercial component, I would say on 
most forests, that would be a positive. 

But if you move over into the other areas, like recreation — I had 
Blanchard Caverns, for example, which is probably one of the most 
likely imits to return a positive cost to recreation anywhere in the 
system. And we could never make it do that. 
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So when you get away from the Timber Sale Program, unless you 
drastically change the way you go about handling these otheii pro- , 
grams, recreation, hunting, fishing, and so forth, they will not re- 
turn a positive return. 

But the timber program on many, many forests certainly should. 
In fact, it does if you look at the timber component oa the Ozark, 
the Wichita, and the Mark Twain in 1997. 

Mr. PoMBO. You're still cutting trees down there. 

Mr. Crouch. Absolutely, absolutely. Ten percent of all the green 
in the Nation on those three forests in recent years. 

Mr. PoMBO. Unfortunately, out in my area, we're not cutting a 
lot of trees anymore. 

Mr. Crouch. I understand. 

Mr. PoMBO. Thank you. 

The Chairman. I, as well, thank you gentlemen, appreciate your 
time and your patience. And this hearing is adjourned. 

Mr. Hill. Thank you very much. 

[Whereupon, at 4:35 p.m., the committee was adjourned, subject 
to the call of the Chair.] 

[Material submitted for inclusion in the record follows:] 

Statement of Thomas A. Schatz 

Good morning Mr ChBinnaa and members of the committee. My name is Thomas 
A. Schatz, and 1 am president of Citizens Against Government Waste. CAGW does 
not receive and has never sought Federal or state tax dollars. On behalf of our 
600,000 members, I am pleased to testify today on H.R. 4149, the Forest Service 
Cost Reduction and Fiscal Accountability Act of 1998. 

Mr. Chairman, your legislation goes a long way toward reducing costs in the U.S. 
Forest Service and making the agency more accountable to Congress and the tax- 
payer. However, it is important to provide the context from which your legislation 
stems. 

Although long suspected, many of the management problems associated with the 
Forest Service came to puUic lieht because of the Government Performance and Re- 
sults Act (Results Act). While tlie Results Act is not a name that generates imme- 
diate excitement, it was designed to, if properly administered and enforced by Con- 
gress, deliver the most significant level of accountability of the use of our tax dollars 
m American history. It required Federal agencies and departments to develop five- 
year plans which lay out real, measurable goals that serve the public interest — not 
plans which perpetuate bureaut 

' ^:er compilation of this infi 

t departments and agencie. ... ...... _^__ 

t of Agriculture. Agencies without real missions, which lack focus, and are i^ 
dundant were then exposed, questioning the public benefits they supposedly provide. 

While this information was useful, there were several unanticipated shortfalls in 
the Results Act. Specifically, enforcement mechanisms, which required failing agen- 
cies to redo plans and mission statements, were weak. To that end, our lobbying 
arm, the Council for Citizens Against Government Waste (CCAGW), supported H.R. 
2883, The Government Performance and Results Act Technical Amendments, which 
among other things requires that agencies' strategic plans provide adequate expla- 
nation for duplication of operations and services within and across agencies. It nor- 
ther requires that they pinpoint primary management problems and develop solu- 
tions, and ensure data resource reliability within each agency. 

In that same vein, H.R. 4149 would compel the Forest Service to correct its prob- 
lems. In examining performance plans and reviews, it was possible to determine nu- 
merous facts about U.S. Forest Service. The U.S. Forest Service manages appr^- 
mately 192 million acres of land, nearly nine percent of the nation's total sur&ce 
area. Laws providing for the management of these lands are designed to meet the 
diverse needs and address the broad concerns of the American people. Through 
what is called the multiple-use principle, the Forest Service attempts to balance t£e 
often competing needs, concerns, and desires of recreational users, rancberB, and the 
timber industry, as well as the concerns of the environmentAliat 
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In order to effectively carry out its misBioD, the Forest Service follows a dedsioD- 
making process that includes lons-tenn strategic planning and regnal plans, as 
well as management plans for each park. One would think that this type of plan- 
ning would dove-tail nicely with the Results Act. However, that has not been the 
case. In an April 1997 report, entitled Forest Service Decision Making A Frame- 
work for Improving Performance, the General Accounting Office outlined several 
problems ana impedimenta to efRcient management of the agency charged with the 
stewardship of 30 percent of the land owned by the Federal Government. Part of 
the problem is that the Forest Service is operating from two different strategic 
plans: the one required by the Results Act, and another required by another statute. 

One roadblock to improving performance is that the agency has chanyng mission 
Driorities. Traditionally, and as recently as 10 years ago, the main pnonty of the 
department was consumption (producing timber). Currently, the emphasis is on con- 
servation (sustaining wildlife) and recreational uses, creating yet another mission 
conflict. 

It is hard for an agency to hold a manner accountable for his/her performance 
if the agency is sendug conflicting and competing messages. In 1991, in response 
to congressional concerns about the Forest Service's inabiLty to meet expectations, 
a Forest Service task force was formed. Two years later, the findings were released, 
not as recommendations to be immediately implemented, but rather as objectives for 
the agency to accomplish over the next decade. 

There are a litany of other problems associated with the Forest Service. It has 
not paid adequate attention to reducing the time of, and improving, its decision 
making process. It has repeatedly failed to monitor the effects of past management 
decisions. The General Accounting Of&ce has pointed out that environmental and 
socioeconomic data compiled and maintained by the Forest Service is not com- 
parable to previously collected data and is not shared with the appropriate man- 
agers. Purtlier, the Forest Service faUs to seek input from the public during the 
early stages of the deciaon-making process. 

Every year the Forest Service asks Congress for larger appropriations to aconn- 
plisb fewer objectives. Recent audits described improvements needed in the timbor 
program. Congress provided the Forest Service with the authority to obtain fair 
■t value for goods and recover Its costs; the agency has failed to do si 



overhead in each year's budget request; require the agency to develop a five-year 
strategic plan to identic ana reduce overbad and unnecesaaiy costs; and require 
perio(£c (iAO audits of tfae implementation of the strategic plan. 

Before I end this moming'B testimony, I would like to address several specific pro- 
visions in the Forest Service Cost Reduction and Fiscal Accountability Act. First, the 
proposed All Resources Rep<Hiing System in section 4 of the legislation is a long 
ovndue idea. The lack of eompatibiuty in accounting systems has long prohibitea 
auditors and even senior planners in the Forest Service and the Department of Agri- 
culture from getting a handle on the overhead costs and indirect npenditures of the 
Forest Service. I concur with your findings that this has hindered the abili^ of the 
Forest Service to satisfactorily perform its primary function managinir the Nation's 
fbresta. A single accounting system will provide the information needed by both Con- 
gress and taxpayers to determine how eflectively the Forest Service is canyii^ out 
itimisaion. 

Perhaps the largest indicator of the management problems in the Forest Service 
revolves around its handling of various trust funds. The proposed elimination of in 

1 existence for 

5 years. There is no excuse for overhead expenditures to be increasing 

in these ftinds. Eliminating the overhead, as reauired by section 5 of H.R. 4149, is 
a reasonable goal. A trust fund is not a particularly difficult thii^ to manage, yet 
the Fwest Swviee has apparently not gotten the hang of it in dose to a century 
of effort. 

Mr. Chairman, your le^pslation will begin the process of addressing the m^jor 
management and accounting problems associated with the Forest Sernce. A word 
of caution is in order, however. Without the vigilance of outside tanayer groups like 
ourselves and the d^cated oversi^t that you have provided, nothing will actually 
change. It is my hope that whoever succeeds ^ ou as chairman of this committee wiu 
pursue the absence tf fiscal accountability with the same vigor. It does not mattur 
bow many r^orts are filed or audits are conducted ( if they are put on a shelf, ig- 
Dorsd, and not acted upon, tb^n the ratire effort is a waste <» time. 
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Statement of Eric v. Schlecht 



Let me begin by thanking you, 
inviting me to testify today. It ii 
such a distinguished pannel. 



My name is Eric Schlecht. I am director of congressional relations for the National 
Taxpayers Union, a nationwide grassroots lobbying organization of taxpayers with 
300,000 members. 

I come before you today to voice our support for H.R. 4149, the Forest Service Re- 
duction and Fiscal Accountability Act of 1998. With taxes at an all time high and 
the era of big govemraent clearly not over, NTU applauds this first step in reining 
in the wasteniT spendii^ and egregious mismanagement that currently exists within 
the Forest Service. 

For several years, the American taxpayer has watched as the U.S. economy has 
continued to expand — due in large part to their continued hard work. Yet, instead 
of being rewarded with sigmficant tax relief, they have been ignored while millions 
of their tax dollars are squandered by wasteful government agencies like the Forest 

As you know, the Forest Service is mired in a serious fiscal crisis. Mismanage- 
ment and lack of accountability are the norm and the possibilities of waste, &aud, 
and abuse within the agency's contracting activities are all dangerously high. 

I doubt, however, that the majority of Americans realize how bad thines are at 
the Forest Service. Generally speaking, the General Accounting Office (GAG) has 
determined that the Forest Service: had aienificant reporting errora in its financial 
statements and the records that support those statements; could not demonstrate 
that its policies and procedures adequatetv safeguarded assets from unauthorized 
acquisition, use, or disposition; and, lacked financial systems that could accurately 
track revenues and costs. 

More specifically, the GAO has discovered: 

• An estimated $45 million due to the Forest Service from other Federal agencies 
for reimbursable services provided was double counted on the Forest Service's finan- 
cial records. 

• $7.S billion in property, plant, and equipment reported by the Forest Service 
was erroneous because records for these assets were not consiatentlyprepared, regu- 
larly updated, or supported by adequate documentation. Therefore, Congress had no 
reliable method to assure that Forest Service requests for additional funds— sup- 
posedly needed to construct new roads and buildings and acquire new equipment — 
were warranted. 

• Two of the six Forest Service offices that GAO visited did not have acquisition 
plans for fiscal year 1996 as required by Federal regulations. 

■ The Forest Service has made little or no headway in adopting three federally 
mandated practices that incorporate performance factors into the contracting proc- 
ess. 

Finally, as you have noted Mr. Chairman, overhead costs in the Forest Service's 
so-called five mnds increased significantly between 1993 and 1997. In fact, the GAO 
has found that, due to this increase in overhead costs, indirect ntpenditures as a 
percentage of total expenditures increased from 16 percent to 27 percent during that 
time period. 

Any objective review of the facts can only lead to the conclusion that the Forest 
Service is in desperate need of reform. H.H, 4149 begins that reform by requiring 
all resources financial reporting, limiting overhead costs, requiring fUrtber GAO au- 
dits of the Forest Service, ana requiring a five-year strategic plan to idendly and 
reduce overhead and unnecessary costs. 

The National Taxpayers Union behoves, Mr. Chairman, that H.R. 4149 is just a 
beginning. Far greater steps will need to be taken if true fiscal responsibility is to 
be achieved at the Forest Service. 

For instance, we would have preferred more stringent enforcement mechanisms 
included in the legislation. For example, Congress could require that the Forest 
Service's annual appropriations be reduced by the amount GAO determines to have 
been wasted or unaccounted for in the previous fiscal year. 

Additionally, we believe a two-year time limit for self-reform is more appropriate 
than the current five years. Few, if any, corporate CEOs would be given five years 
to stop such waste and abuse in their corporations— why should taxpayer's mon^ 
be treated any less valuably? 
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In conclusion, Mr. Chairman, it is our hope that this merely marks the beginning 
of a comprehensive review of the Forest Service. For instance, man^r believe that 
mission creep and years of big government mentality have expanded its jurisdiction 
into areas that are unwarranted. The Organic Adminiatration Act of 1897 clearly 
gives the Forest Service a narrowly deflned and limited mandate. In the act. Con- 
gress clearly limits the Service's duties to those of . . . securing favorable conditions 
of water flows, and to furnish a continuous supply of timber lor the use and neces- 
sities of dticens of the United States ... A uiorough review of all Forest Service 
activities should be undertaken to determine what functions of the Service could be 
more efScientlv delivered at the state and local level or by the private sector. 

We would also suggest a serious review of the many levels of bureaucracy con- 
tained within the Forest Service. In addition to the Forest Service's national oflice 
located here in Washington D.C., it also has nine re^onal of&ces, and 165 national 
forests — each with their own ranger districts. Isn't it time to ask ourselves if it is 
really necessary to have all of these levels of bureaucracy? 

So, while I am pleased to appear before you today, it is our hope that we can re- 
turn to this distinguished Committee in the near niture to discuss deeper refonna 
of the Forest Service. 

Thank you, Mr. Chairman. 



Statement of Scott A. Hodge 

Mr. Chairman, and distinguished members of the committee, my name is Scott 
A. Hodge, I am a senior fellow for tax & budget poli^ at Citizens for a Sound Econ- 
tmiy. CSE is a 501 (cK4) organization based in Washington, DC. CSE accepts no gov- 
ernment funding. 

Thank you for inviting me to testi^ today about H.R. 4149, The Forest Service 
Cost Reduction and Fiscsl Accountability Act of 1998. I would like to commend the 
Chairman and the Committee for recognizing the serious accountability problems at 
the Forest Service and attempting to address these issues through this legislation. 
For too long, the Forest Service has failed to respond to the repeated warnings by 
the Congress, the General Accounting Oflice and USDA's own Inspector General. I 
hope that this legislation is the stick that the Forest Service needs to get its finan- 
cial house in order. 

Unfortunately, I am not optimistic. Based upon the agency's long history of finan- 
cial accountability problems, I suspect that Congress wiD inevitably have to consider 
tougher measures m the future. I agree with the sentiments expressed recently by 
Members of the Senate's Interior Appropriations Subcommittee, that the "agency 
has repeatedly operated with indifference to Uie intent of Congress regarding ac- 
countabihty and program delivery." 

The General AccountinK Office echoed this theme last year when it noted that 
"eveiy year, the Forest Service asks the Congress for more fiinds to acccmipliah 
fbwer Objectives during the yearly budget and appropriations process." The reason, 
says GAO: 

[Ilnefficiencv and waste within the agency's decision-making process have cost 
taxpayers hundreds of millions of dollars— Underlving this condition are (1) an onia- 
nizational culture of indiflerence toward accountaoili^ for expenditures and results, 
and (2) the failure to hold the agency accountable for making timely, orderly, and 
cost-effective decisions." 

Taxpayers should share this Committee's outrage at the cavalier manner in which 
the Forest Service treats their money. Here are just a few examples of the financial 
irrMularities uncovered recently by uie government's own watchdogs: 

IJ^DA's Inspector General has once again issued an uniavorable report on the 
Forest Service s FY 1997 financial statements. This marica the fifth year in a row 
that the IG has issued failing marks fbr the agency's books. 

The IG's audit of the Forest Service's FY 1^ fuiandal statements "disclosed that 
the $7.8 bilhon in property, plant, and equipment reported by the Forest Service 
was erroneous because records for these assets were not consistently prepared, regu- 
larly updated, or supported by adequate documentation". Without systems in place 
to accurately track these assets, the Congress had no assurance that Forest Service 
requests for additional funds to construct new roads and buildings and acquire new 
ewipment were warranted. 

Last month, the GAO determined that the measures outlined in USDA's perform- 
ance plan, as required by the Results Act, were "generally not useful" in assessing 
vear-to-year progress in correcting USDA's financial problems. GAO specifically 
identified the fiiundal problems within the Forest Service as requiring "special at- 
tention" by USDA management 
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In May of this year, GAO reported that the Forest Service is highly vulnerable 
to fraud, waste, and abuse because it does not have an effective system of internal 
control for its contracting activitieB" 

This committee " as well as the Congress as a whole — must continue to push the 
Forest Service into compliance with basic accounting practices and performance 
standards. The lack of this very basic information hamstrings Congress ability to 
make sound budgeting and management deciaions. 

As the committee moves forward with this legislation, I would suggest that you 
also consider some additional measures for reform: 

Link sanctions to the a^ncys failure to meet its performance standards: Al- 
though H.R. 4149 is B well-intentioned effort to make Forest Service's management 
accountable, the bill contains no sanctions if the agency or its managera fail to com- 
ply. EarUer this year, some lawmakers suggested that the only way to bring real 
accountabihtv to the Forest Service is to replace its managers with an independent 
control board. The committee should consiaer attaching such a contingency to the 
bill if the agency fails to meet the deadlines you've imposed on them. 

BKin discussions of alternative organizational arrangements for the Forest Serv- 
ice: The agency's track record shows that it will not take this legislation seriously 
unless its future is threatened. The Committee would do well to negin considering 
a wide variety of organizational arrangements. These could include: 1) turning the 
agency's financial management over to an outside control board; 2) merging Forest 
Service into another government azency; or, 3) transferring forest land management 
responaibilities to state agencies, vmo are often dted as having better management 

Put ofl'-budget accounts back on-budget: Off-budget accounts lend themselves to 
problems and allow the agency to avoid the stricter discipline of on-budget accounts 
that must compete for limited resources. 

Hold someone accountable: It is certainly cliche, but if a private company was run 
with tiie same lack of financial accountability as the Forest Service, how many years 
in prison would the President of the company get? Taxpayers should expect that di- 
rectors of government agencies be held to the same standards of accountability that 
shareholders expect of the directors of a publicly-traded corporation. Taxpayers have 
a right to know if anyone has been held accountable for the fact that auditors have 
given the Forest Service's books failing grades for five consecutive years now. 

Reconsider the timeline outlined in the bill: The Chief Financial OfBcers Act of 
1990 and the Government Performance and Results Act of 1993 established strict 
timetables for government agencies to make themselves more accountable and to 
link their budgets tt> their p^ormance plana. For all intents and purposes the For- 
est Service is not com plying_ with either act. 1 fear that the five-year timetablea out- 
lined in H.R, 4149 would effectively give the agency a five-year extension in making 
themselves fiscally accountable. 

Require the a^ncy to privatize more of their functions: Privatization measures 
such as contracting out and asset sales are veiy effective ways of getting at the true 
cost of a government service. The Forest Service is a classic example ofliow govern- 
ment agencies either don't know how much it costs to deliver services or how they 
effectively hide the true cost of a service in phony accounting tricks. However, given 
the agency's record of poor contracting practices, it wiU need outside assistance in 
establishing a credible privatization operation. 

By every financial measure imaginable, the Forest Service is in ruin. If the agency 
were a pnvate conwration rather than a taxpayer supported enterprise its directors 
would have been fired long ago and the courts would place it in Chapter 11 receiver- 
ship. The agency and those who manage it must be held accountanle. I hope that 
H.R. 4149 is the beginning of a process of doing just that. 



Statement of Jim Crouch 

Mr. Chairman, and members of the Committee; 

My name is Jim Crouch. 1 am chairman of the Federal Timber Purchasen Com- 
mittee (PTPC), whose members represent timber companies throughout the Nation 
who purchase Federal timber sales from the U.S. Forest Service and the Bureau of 
Land Management for their mills. The FTPC is very concerned with issues involving 
the agencies funding and operations. 

For years, we have supported the Forest Service budget requests for its timber 
sale program, only to see the annual volume of timber offered drop from 11 billion 
board feet in 1989 to less than 4 billion today. In addition to the declining amount 
of Federal timber offered, the type and quali^ of timber offered has changed signifi- 
cantly. The percentage of green timber offered, as compared to salvage, has de- 
creased significantly and nonsawtimber products now make up 50 percent or more 
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of the product mix on man^ sal«a. Timber sale costs, on the other hand, have stead- 
ily increased due to excessive overhead costs. The net result is a burgeoning below- 
coat timber sale program where the costs of preparing and adminisUring timber 
sales frequently exceed the timber sales receipts from the sales. 

My testimony today will focus on the Forest Service accounting system and exces- 
sive agency overhead charges. 

The Forest Service Needs An All-Resources Reportino System 
For years the Forest Service has used the Timber Sale Program Information Re- 
poitiag System (TSPIRS) to provide financial, economic, and other information re- 
garding the agency's timber sale program. TSPIRS mosUy follows the generally ac- 
cepted accounting principles used by the private sector. The TSPIRS information is 
categorised by pracram component, that is timber commodity, forest stewardship, 
and personal use. The agency ^owever, has failed to develop similar reporting ay»- 
terns for its other programs. This reporting inconsistency has played directly into 
the hands of timber sue opponents, who use TSPIRS data (typicallv out of context) 
to supp<at claims the timber sale program loses money. CooBequently, the American 
people are bombarded with negative information about timber sale costs, but see 
virlwUly no information r^arding the high costs t^ the other agennr programs. 

We feel that section 4 oTH.R. 4149 , wbich requires the Forest Service to develop 
an all resources reporting system, is a positive step that will correct the current 
^ency accounting and reporting problems. The requirement for the system to be 
fully implemented within one year of passage of the act should minimiie agency pro- 
crastination and encourage action. We also think that the 13 program areaa to be 
included in the all resources reporting system is adequate. Lastly, requiring the 
costs of the forest stewardship and personal use components of the timber sale pro- 
gram to be included in forest land vegetation management and fisheries habitat 
management programs should provide a much more accurate report of what the real 
costs are for commercial timber management 

Controlling Overhead Costs 

We are frustrated over the amount of agency overhead costs being charged to the 
off-budget f^inds. As you have not«d in section 2 of H.R. 4149, they now exceed 27 
percent of the total annual expenditures from the funds. These overhead costs 
means less mtmey available for on-the-ground projects at a time when the agent^ 
has a h<ue baddog of acres neediiy treatment. In an attempt to maintain and re- 
plenish these accounts, the agency us steadily increased the percentage of the sale 
value allocated to KV, bnish disposal, etc. This directly reduces the returns to the 
Federal treasury. 

We are pleased to see that section 6 of H.R. 4149 places limitations on cosU 
charged to the oCT-budget fUnds. The cap of 20 percent within 90 davs is a good ini- 
tial step, followed by the 10 percent cap after one year, and complete elimination 
at the end of the second year. This estauishes a reasonable transition schedule for 
the agency, rather t^ pp forcing them to eliminate all overhead charges '^"■"**^'***Jy 

We are also very frustrate by the excessive overhead coats to tne appropriated 
timber sale fUnds, now at 31 percent of total expenditures, because it exacerbates 
the ahwtoge of money available for active on-tlw-ground forest management Our 
FTPC members' oveiiiead costs are tjpicaUy around 16-17 percent of total expendi- 
tures, or (Hie-half those of the Forest Service. To stav in business, we have to mini- 
mize our overiiead costs, but there is no incentive lor the agency to bring or keep 
their costs down. 

We support section 6 of H.R. 4149 and its requirement for the agency to fiilly dis- 
close in lAeir annual budget request the amount of overhead implied in each budget 
line item. We also support section 7 and ita requirement for the agency to devuop 
a 5-year strategic plan ifor tdenti^inE aiid reduong ovetfaaad and unnecessaiy costs. 

In doelnf, I wish to thank the Chairman for nis leadership in developing this 
poeitive legislation to limit Forest Service overhead costs and require the agen^ to 
oe more accountable. Fll be glad to answer your questions at this time. 



Statement of Lawbence Hill 

Hr. Chairman, my name ia Lwry HilL I am the director of fbrest pc^iqr for the 
Socie^ of American Foreatm (SAF). The more>than-18,000 members of the Sodetr 
ctmstitute the tdentiilc and edueatJanal assodation representing the preftasioa at 
t a n m Xr j in the United Statee. SATa ptinuy ot^teetiv* is to advaaee the scicace, 
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technology, education, and practice of professional forestry for the benefit of society. 
We are ethically bound to advocate and practice land management consistent wiui 
ecologically sound principles. I am es[ieciBlly pleased to submit comments on H.R. 
4149, the Forest Service Cost Reduction and Fiscal Accoimtabili^ Act. I wish to 
thank the Committee for its continued support of professional forestry and its con- 
tinued support of SAF's priorities. 

H.R. 4149 appears to assist the Forest Service on a path toward better fiscal ac- 
countability. Whether it be the General Accounting Office, the USDA Inspector Gen- 
eral's office, or Coopers and Lybrand, report after report suggests that the Forest 
Service has dramatic problems in this area, and this Committee and the Chief of 
the Forest Service are diligently working to address these issues. The SAF strongly 
supports these efforts to improve fiscal responsibility at the Forest Service. 

With that said, please note that the SAF cannot recommend where and how much 
overhead can be charged to off-budget accounts. We do believe accounting for over- 
head is critical so that the American people can get a better understanding of what 
it costs to run the Forest Service and where their tax dollars are being spent. 

Overhead is critical in delivering the goods and services the American people ex- 
pect from their national forests. Without the administrative and other general ac- 
tions the agency performs on a daUy basis we would not have the world-class rec- 
reational opportunities, fish and wildlife habitat, forest products, and scenic beauty 
that our national forests provide. That does not mean that the agency should spend 
those overhead dollars irresponsibly, as recent reports have alleged. 

We believe that since Congress provides authority and appropriations for the For- 
est Service, the Con^sa should decide how to administer the off-budget aecounta 
administered by the Forest Service. If Congress believes 100 percent oT the money 
from the KV-Fund should go to reforestation efforts with no funds spent on over- 
head, then the President should request sufficient funds to administer the off-budg- 
et account in his annual budget request. We trust that Coi^ess recognizes that 
there are overhead charges associated with administering the off-budget accounts 
and appropriates funds in a manner that will get the worn done on the ground. If 
the appropriations to administer these fiinds are not sufficient, the work they are 
intended to accomplish will go undone. No matter what mechanisms Congress uses 
to pay for land management, the SAF joins the Forest Service in wanting to deliver 
all these programs on the ground as effiriently and effectively as possible, be they 
recreation, forest products, healthy watersheds, fish and wiloUfe habitat, or oth«r 
uses of the national forests. 

Mr, Chairman, I am particularly concerned with recent action on the House floor 
in regard to Forest Service overhead costs. As you are aware, Representative Miller 
successfully offered an amendment to the FY 1999 Interior Appropriations bill that 
would prevent the Forest Service from spending any money from the off-budget ac- 
counts on overhead expenses. This was an unwise amendment, which SAF beUevea 
should not be included in the final version of the bill. We believe this because the 
Agency received no warning that the way they administer these fiinds was to 
chaise, and could not request sufficient direct appropriations to administer its off- 
budget accounts. This action was too drastic. Representative Miller's amendment 
will significantly hinder the agency's ability to administer the fund because operat- 
ing ei^enses were reduced with no increase in general administration appropria- 
tions. Representative Regula's original proposal oi capping overhead costs at 26 per- 
cent seemed to be a reasonable interim proposal, as is Hit. 4179, which would give 
the agency time to adjust to reduced abihty to use the off-budget accounts as a 
SOUlxe of operating expenses to administer those accounts. 

I would now like to spend some time discussing the All Resources Reporting sec- 
tion of the bill. The All Resource Reporting program seems to be beneficial, and it 
is a program we understand the Forest Service has already begun to develop. The 
American people should know what their investments are buying. The bill estab^ 
lishes a system that seems fair, although potentially costly. As it stands right now, 
the provisions for this section of the bill mav show significant losses for certain pro- 
grams annually, not recognizing the fact tnat they will return additional b^i^ta 
m subseauent years. Any system implemented by the Forest Service should recog- 
nize the long-term nature of forest management and find a way to aecmint for in- 
vestments that will pay off weU into the future. We also believe that section 4 (eX2) 
(Cost Allocations) shoiUd be changed so that the costs of the forest land vegetadon 
management program, the wildlife fisheries habitat management program, the fi 
eat stewardship pnwram, and personal use sales are all aceoiint«d for separate 



t stewardship pn^am, and personal use sales are all aceount«d for separately. 

^lave diffen ■ ' ' 

the apparb 
tiona you may have at this time. 



These pn^rama have difjferent objectives, and should be accounted for separately. 
Thank you for the c^portunity to testi^. I would be happy to answer any ques- 
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Statement of Bob Powers 

On behalf of the 500,000 men and women of our union, I thank the Chairman 
and members of the Committee for inviting me here today. Our union appreciates 
this opportunity to share our thoughts on the state of the U.S. Forest Service and 
The Forest Service Coat Reduction and Fiscal Accountability Act of 1998. 

In recent years, it has become increasingly clear that the Forest Service is costing 
taxpayers hundreds of millions of dollars m inefficiency and waste. According to in- 
ternal goverrunent audits, Forest Service inefficiencies cost over $100 million a year 
at the project level alone. Overhead charges for reforestation and other site restora- 
tion activities associated with timber sales have increased by some 80 percent over 
the past five years. In 1995, the General Accounting Office (GAO) reported that the 
Agency lacks a credible, comprehensive and consistent system to collect and report 
data uiat would provide the abiUty to identify where and how resources are ex- 
pended and whether objectives are being effiaently met. The A^culture Depart- 
ment's own Inspector General said the annual report prepared by the Forest Service 
was insufRcient because the Inspector could not verify that the data contained in 
the report was accurate. To date, the Agency has failed to produce an acceptable 
financial statement. 

These issues directly and forcefully impact our members. The waste and ineffi- 
ciency at the Forest Service forces management and overhead costs higher while 
program output falls. First, our members are concerned ahout the effecte of these 
increased costs on the Federal timber sale program. Critics of the sale program are 
pointing to the fact that operating costs now exceed revenues returned Irom sales 
as a reason to terminate the timber program. But the facts show that the answer 
lies in improving the way the Ageni^ manages costs and administers the timber 
program — not in terminating an essential program that emnloys tens of thousands 
of men and women nationwide and provides the economic oackbone for hundreds 
of rural communities. 

Under the current system, roughly 31 percent of the total costs of the timber sale 
program goes to overhead. In 1996, the USFS spent over $200 million on overhead 
costs, compared to $5 million for Utigation and $54 miUion for environmental docu- 
mentation. Meanwhile, while Federal timber sale levels have fallen by 70 percent 
since the late 1980's— throwing more than 20,000 men and women out of work- 
operating costs for preparing sales have not been reduced in kind. Costs to prepare 
and offer timber sales have actually tripled since 1988, Environmental documenta- 
tion and analysis alone currently account for roughly 70 percent of the cost of pre- 
paring a timber sale and consume 30 percent of the agency's field resources. Admin- 
istrative and environmental impact analyses traditionally have accounted for only 
30 percent of the total cost of the sale. The increase is due in large part to the dra- 
matic rise in the number of appeals and lawsuits filed to challenge sales. 

While many appeals are filed to express legitimate concerns, we find that an 



from developing and implementing output-onentedprograms. 

Second, our members are concerned about the effects of man^ement inefficiencies 
on the health of national forests. Foresters report that millions of acres of national 
forest lands are suffering from a forest health emergency. These lands are filled 
with dead, dying and diseased trees that threaten to infect healthy trees and in- 
crease the ri^ and severity of catastrophic wildfires. Recently, Forest Service Chief 
Mike Dombeck testified that some 40 miUion acres of national forest land Stand at 



a high risk of wildfire yet the Agency is onlv able to treat less than one million ai 
per year. The Agency also reports a $10 biUion backlt^ in reconstruction and m. 
t«nance costs for the national forest road system. Poorly maintained roads prevent 



access for combating and controlling wildfires and for conducting necessary forest 
health and watershed maintenance activities. 

Finally, our members are concerned about the effects of Forest Service mis- 
management and fiscal inefficiencies on critical programs to assist timber workers 
displaced by dechning harvest levels on Federal forests. Last December, the West- 
ern Council of Indusmal Woricers — an affiUate of our union representing our mem- 
bers in the industrial sector— reviewed President Clinton's Pacific Northwest Eco- 
nomic Adjustment Initiative. This Initiative was designed to provide support and re- 
training for workers displaced by the President's Pacific Northwest Forest Plan, 
commonly known aa Option Nine. We found that the percentage of fimds that have 
gone to cover Forest Service overhead costs and employee salanes is increasing rap- 
idly, reaching 16 percent of total costs. That is an unacceptably h^^ level. 

We believe The Forest Service Cost Reduction and Fiscal Accountabili^ Act of 
1996 goes a long way toward addressing man; of these concerns. Importantly, the 
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legislation provides for improvements in the allocation and use of appropriated 
fimds rather tban calling for across the board cuts in specific programs. We particu- 
larly support language in the bill requiring the Forest Service to disclose the 
amount oi overhead miplidt in each line item. We are hopeful this will force the 
Agency to reduce unnecessary costs. 

We must ensure, however, that efforts to reduce unneceasary overiiead do not dis- 
able the Agency from the enective administration and implementati<ai of necessary 
programs. We also encourage the committee to ensure that the Agency is meeting 
the goals ofitfl forest plans to maxiinize return on investment 

Improved accounting for all Forest Service programs and improved backing of the 
Agency's objectives and outputs are essential to assure that the Agency adequately 
and properly serves taxpayers. Our union offers our assistance to work with the 
Coiip'esB as The Forest Service Cost Reduction and Fiscal Accountabili^ Act of 
1998 moves forward so that we can reach these goals. 
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ntANCIS P.PANDOLn 

Chief OpenitiRC Ofllccr, USDA Fantt Scivlcc 

■■ ■ ■" ~ larA(ricHH«re 



w of RcpnKitatlvci 



"Thi Farat Scrvkc Cm! tti 



Mi. amnrun and Memben of [he Conunincc: 

I tqipnciue Ibe opponunily (o ippcw before you lodiy (o discun (be |soposed kgisluion. 
H.R. 4 149. icgarding tiscil tccounubilily uid managemcm of indiiccc coiU in die Forest 
Service. I amaccompaniedby Ron Suwan. DepulyChiefof FnignmsuKlLegisUIion for 
ihe FoTCsl Service, and Sally TbonqHoo, the Cbjef FiniDcial OflicerortbeDeputroeiitof 
Agriculnue (USDA). 

Today maiki [he iix[h hearing since March of Ihts year lha[ we have gone before Congress lo 
explain what we are doing to improve financial managemem sysiems of die Foiesi Service. 
The Forcn Service shares ibe concerns of Ihe Congress, and die Chief has made it a top 
piiorily for us lo find timely, appropriate and effective solutions. 

H.R. 4149 focuses on two major areas: it requires the Forest Service lo develop ■ new 
accounting system for costs and revenues, and il limila (be amount of indirecl expenses dial 
can be applied lo cenain permanent and [rust (urnb. Id addition, tbe bill requires odier 
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nquim a sepanie micgic plan lo ultinuiely eliminBie indireci cosu oTcenun pemiMieDi 

and mill fundi. 



Tbe effects ofH.R, 4149 include ihe following: 



■ ll nrould scl ops on indireci cmk for 'ofT-budgel* Aindt nich 
Vaodenbeig (K.-V) fund, and ultimitely would reduce indireci ca 



* It would prevent the funding of indttecl expenditures currently charged to miM 
fiirids and provide no olher apecific mecfaaninn for funding iKces$uy indirect 
expenditures usociated with the tnanagemenl of trust fimds. 

Conceptually, we agree wiih dje bill on severs! points — Ihal ibc Forest Service needs a 
Mrategic plan for identifying and reducing costs: that indirect costs should be properly 
mioageil: that rmancial sysKms need to be in place lo accurately track coui; and Ihil inditec 
costs ^ould be monitored and kept lo ■ minimum, not only Ibr trust tiind accounts, but Tor al 
accounts. The Depanmenl of Agriculture will contiruie to review this legislation. Afteia 
thorough analysis is compleicd, we will lesporul with a posirion on ihe bill. However, we nol 
die following actions: 



■a for bolfa [he Foresr Service and 



* Agency and depinmenlal actions are already underway lo address problems 
identified in teceni General Accoundng Office (GAO) and Itae Office of Intpeclor 
Genenl (010) reports. 
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* The Fona Sovice ia 

lenm mcfa u gcncnl ■dminimdoo ind indireci com. 

As you requeiM U [be Juae 4 hearing, I im pctwniing lo you lodty [be agoKy '■ plui lo 
show how wc inicDd lo get this job done. Whit we need from you. Mi. Chunnui. aad otba 
membeix of CtmgicH. a ilrqiMir time aai auppoct u we implaiKiii Diis plin. Then, of 
course, you cm bold us accountable for achieving what we are promising (o do. Now let me 
discuss OUT plan to meet many of [he goals of HJt.4149, but lo do so uaing icUable 
infbnnation thai is based on accuiale input data and sound financial systems. 



'cral putsof ifae Forest Service Financial 



Accounlabilily Plan and are on schedule to put inlo place the nsi by Febniaiy 1999. I will 
hi^dight only a few oflbe key actions and enter the complete schedule in the record. 

1) The first major action occurred in£>ecember 199ti. wben we iostituleda financial health 
imtiative with USDA's OIG and CFO, to implement a new general ledger, develc^ fioaniial 
core compeiencies for employees, and reengineer inefficient finarKial processes. 

2) Our second major action was lo commission Coopers & Lybnmd (C&L) in Oclober 1 997 
to provide a report on the agency's financial situation and to provide recommendations to 
improve and simplify opeialions. This rrport was completed in March 199&. and some of 
C&L's recommendations to fili key leadership positions and reorganize the Waihmgton 
Office have already occuired. For eWDqile. in May 1 998. i was selected as Chief Operating 
Officer (COO) with responsibility for die financial and operational beailb of the agency. Tliis 
month, we filled Uie posi[ion of National Director of Program Development and Budget, In 
addition, a business action team dial reviewed the report has recommended to die Chief major 
actions such as: I 
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md work mivity codet; 3) apecific reptact 

end: md 4) a qieciric set of fuiascial muwgcmcnl repom. 

3) Wc htm begiu 10 iinpfoveKcaiiiitibiliiywiUiiheWuliinguni Office DiRcton.iiid 
Regions. Stuicmi. and Arei Directon Ihrough (he GueTi Overviews. In these overviews, u 
visii cub locukm lod con^iuv aclu*l Khievcinrals 10 expectuioni id ill aqncii of 



4) We have consolidated administrative offices it the supervisor and the dimict nogcr level: 
developed public-privilc panncnhips lo deliver (gency lervicei for less money: and 
established customei service standards as pan of the Adminisliatian 's Reinvention Iniiialive. 
While we icmun committed to streamlitUiig the agency, we Intend lo strengthen our financia] 



5>We issued a dnk guide in Febniaiy IMS dial will provide for * consistent understanding of 
the agency's financial management systems and to inform Fotesl Service employees 
thiougboul the enliie field snucluie about beiier ways to record and organize information. We 
intend to update this desk guide as our new systems develop. 

Under the plan, in the next seven monihs, we will take the following actions: 

I) InAugust.wewillhaveinplacedienewDeputyChief/Chief Financial Officer(CFO) to 

focus on all financial afbirsoflhe agency. We also plan loeo-locitc ihc Program 
Development and Budget staff wiib die Fiscal and Accounting staff to better coordinate and 



2) In September, we plan lo complele the inventory of all Forest Service real property. 
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3) By Deccndnr. we expect Ulmfilkda 
irhntniMTMive fiaandil m m t tmei il ptmtiom aitiai to Ifae iftncy't financi*! holdi. We 
clEiriy DMd n icptaniih !>■ rinnafC of ildUed fisMKBl menegen in ttae ifency dM lai bee 
cunedby thedc 



i) In coqjuiKiiaa wilb llic Dqwimciit, wc en developini m in 
Oh Founduion Fiunciil Intbmution Syslem (FFIS). which ivil] eneblc policyiniken and 
superviun lo find quickly ind undenmnd euily the 1:01a ■ff~-"'H wiita ipecifk ecUvitieL 
FFIS wnll ultinulely reduce Ihe unount of bme Form Semce employeei qieod inteciwedni 
diu, end increuc d» unount of tiiiM diey apeal nuking and ■■ m«i>in<>nring souai letouice 
deciiiooi. Thii lyitem will ilio tUow »IL of USDA to meet ibc Tcounling lequiretnem of die 
CFO Acl of I »9D Hid ibc InTbrnnukia Technology Muagenienl Refonn Act of 1996 
(the Clinger-Coben Act). 



The leeond nujor ispecl oTK.R. 4149 focum on identifying in 
climintling them for off-budget ind diiuctiuimy Kcounu. 



I ihut your cODCern tbel indiicct coM may be high md. in KHne cuei. diqmpcxtionite to 
the ptogum 10 which they ire tuigoed. But, we cumot Kcuntely milyze the tinmioa until 



dut will clenly intcuUte diew cotti by olegorie*. Before aibitnry IbnilMkm oe jiteed on 
iiHiiiect Goiti, we roun b«ve reliiUe infbnoMion in order to deteimine whet die dui iDeuH. 
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W«wiU*XMniiie other ■pp<o«dwiio«munrMM«M*mdii«cicatiMMNaMdtt. F1im,im 
ncsd W mdU gcxid biBiiKn pcKticca by nwviiig Ifait die ntia of pcopk ID worickMd ii 
balanced udihMpragnmMKaateDtttre KM ditponionuclDWOcklatd Sacond, m« will do 

■imilarwaric Third, we are makiiiidefiiiilionil chances fbiibetaiinindiractoaiBaDd 



I want n auure you dial ibe Ciief and I m juM ■■ coucemed ai yoo m aboM iBVint tn 
efficinit agency that ii caiefnl ibout id ^leiidiiig and whoae goal ii (o prcMnote d» ptcCB Cti oa 
of fomtretourcei. Any mumanagement of indiitct ca*i luennieid* can have a tigmficanl 
affect on on-dw-gniuod resource msnigenwtn. We share tbe nnie goals of incRased 
financial dau integrity, better managerial accountability and impioved budgcuiy viaibility. 
We iock forward to woridng with lb 



TUs concludes my prepared renurki. We will be glad to uke your quesliaM. 



bigilizodbyGoO'^le 



FOREST SERVICE nNANCIAL MANAGEMENT AND ACCOVNTABUJTY PLAN 

Tb loab of Ihc Fomt Service'* cDbtIi BBdcrtylit tU pin IK to create KCMi 
timfUdty, accaracy, camacy, MrtaftWa bariant ikBi ibi^ oar people, lap 
efOdcacy, ud Nppon the ForcM Service Natanl Rmar ce A j eaia. 



Pete 



Dile 
Comptetej 



on-going 



Develop finiociil core competenciei for cnq>loyees. 



xl Coopen & Lybnnd ('C&L') repon 10 



luucd ■Gcounnibilily guides lioni ChicTi Office 10 



Set up ExecinivB end I 

■nonitor policy ind operHiiaii] RBden, 

respectively. 



oo-gDing 
00-going 
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FORESTSERVICErtNANCUL MANAGEMENT AND ACCOUIfTAMUTV FLAN | 


Due 




DMe 
Comeleted 


3m 




3>98 




■ppoioi ■ Chief FiDUcM Officer <CFO) 


OD-foing 






ongoing 




> CreueaFuuiicii]AnilyiisDepl.uitdettheCFO. 


on-going 




. Simplify budget struci™. 


on-goin, 






OI>-gOIIlg 






oiHgoing 




• CreiMi-itinerlul-offinKKiilrepoitt. 


on-going 








MW 












sm 




W98 








698 


Biuineu Acuon Team look CAL npon and created 


6J9S 




• Daign new budget itmctute. 


on-goiag 




activity codei. 


on-going 




• De»igoipecLfieiepbccinempro«dui«ftir 


on-going 






on-gomg 




• Create numerous other proposals to simplify 
buiincsi mwugemenl. 


on-going 
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RMIEST SERVICE FINANCIAL MAHACIMEWT AND ACCOUWTAMLITY fLAN 



HunuD RcKnoEC* Tom rattled qwcific n 
An*l]fzc key pniblenii in fbur ul 




Choue specific pontiao (o a 

defaftmenn m otder to breik bonlcDedu (od 

iniMtive qulily of dua. 

Detign recommenditioiii lo linipLi^ proctMW. 



Appoinirt new budget iliiectiir fti 



in Foie«t Service 



Omqdeted hiring or fim 41 pi 



An SES iloa filled. 



Omime dinribntion of FY 1999 budget lo all imiti. 
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FOREST SERVICE FINANCIAL MANAGEMENT AND ACCOUNTAMLITY nAN 



Launch Buiincn Principlei 'MBA' Coune for 



ptqjcct nalytii lo enhuce se 



of ovofaeid ind begin rudunentny 



To Be DewniuDed 



DigiiizodbyGoO'^le 



Testimony of Have Siihmldt, 

on H.R. 4149. 

ttw FoTMt Sorvica Cost Reduction 

and Flwal AccountgWIity Act of 199B 

OnlwhaltofthB 
National AMOctation of CounttM 

Pvlr. Chairman, my name is Dave Schmidt, and I am here today 
representing the Nationai Association of Counties (NACo).^ I am a 
county commissioner In Unn County, Oregon. I have served as 
NACo's PiAilc LAods Steering Commtttee Chair, and the President of 
its Westem Interstate Rej^. I am a professionai forester by 
training and own tree famiB, so i am famHiar with forest management 
practices costs and tecfiniques. I wili summarize my remarks and 
request ttiat the fun text of my statement be included in the hearing 
record. 

We appreciate the opportunity to testify on H.R. 4140, the 
Forest Seniee Cost Reduction and Accountability Act o( 1998. 

Many people over tfte years have asked ttwtoricitfy, "Why are 
counties Interested in timlwr management activities? Ttiepsaravery 
fawcoun^govemmenlsthatmmaBelOresrresourc^' WMotMste 
true, counties do have a ciWcat stake in ttw Qukxxnes of .qua% 
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management of our Nattona) Forests tKcause quality of Hfe and the 
economies of hundreds of counties across the country are dependent 
on the goods and services that flow from our NationaJ Forests. Jobs, 
families, businesses, schoois, infrastructure and community stability 
alt are dependent on good stewardship. 

At the outset, I want to make Edisotutely clear that ¥ra are not 
here to t>e Forest Service "bashers'. NACo, and its member 
counties, have forged a much Improved relationship over the past 
few years, but like all reletionships, we must have the capeclty, and 
will, to find improved ways of accomplishing the mission of the Forest 
Service. We t>elieve the Forest Service must be accountable to Itself 
and the general public. 

NACo and Its policy committees have stressed the need to 
substantially increase our forest health activities to assure the long 
term sustainability of our forest resource. The off-budget funds 
addressed by H.R. 4149 are used in connectkni with the very 
activities we tralieve are critica]. 

Even though Forest Service 'administrative' costs have 
baflooned as a result of Judicially imposed (egel arxJ plarmtng costs, 
each dollar used for general administrative 'overhead' is one that 
cannot be used for 'on the ground' activities for good science-based 
resource management. The Comptroller General has documented 
the extent of overhead increases in recent years, and we believe the 
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proportion of overhead expenses has risen to levels that hinder the 
delivery of goods and services fi^>m and fn our National Forests. We 
understand and support some of the activities normally charged to 
overhead, such as community invohfement efforts, but we must keep 
these costs to a minimum. It is for this committee, and Congress, 
working with the Forest Service to decide the appropriate level for 
overhead in these off-budget accounts, but we believe they should be 
reduced substantially. 

Speaking directly to the provisions of H.R. 4149, Mr. Chairman, 
we believe, the estal^ishment of an accounting system ttiat conforms 
to generally accepted accounting principles Is essential to 
understand the tnje costs associated writh the management of these 
programs. County officials must meet these requirements each and 
everyday. The 'All Resources Reporting System*, required by H.R. 
4149, could provide the Forest Service a much clearer picture of the 
allocation of its costs, but could also give counties and other affected 
stakeholders a better understarxting of what financial resources go 
into sustainable forest practtees and forest health-related 
management activrties, and as a secondary effect, could help quetl 
misunderstanding and some of the stridency of the debate over 
'below cost" timber sales. 

Forest Service Chief Mike Dombeck has spoken of tfw need to 
move to a sdence-tiased management regime for our National 
Forests -- managing them for resource values rather than for timber 
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production. The Forest Service must know its costs before 
embarldng on an eggressrve fundamental change In philosophy, 
because otiienvlse, financial resources wilt be consumed by 
unrelated business activities, and genereU overhead, that will 
urKlermJne their well intenlioned efforts. 

When setting limitations on costs charged to off-budget funds, 
noted in Section 5, we would recommend that Ckxigress work with 
the Forest Service in establishing time frames tfiat woukj not hinder 
the appropriate management and utilization of resources. This 
problem needs to t>e rest^ved, t>ut not at the expense of the needs of 
ttie National Forests. 

Section 7 contemplates the devek>pment of a cost reduction 
strategic plan within 180 days of enactment of H.R. 4149. Our 
concern about such a plan is that tt should rxit include strategies that 
reduce "on the ground' activities, particularly as they relate to forest 
health measures that are already suffering from far too little attention 
and far too few resources. These strategies must not undermine the 
reasonable and sustainable utilization of resources from our Natkinal 
Forests. 

SecHon 7 also has substantial reporting requirements. Any 
such reporting shouM Include easily understandable summaries for 
all affected stakehokters and gener^ imMk: to access and comment 
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upon. The Federal Register ts not the place to provide such 
information. 

Mr. Chairman, the National Assodatton of Counties believes 
you are on the right track with tfiis legislatk>n. We understand the 
need to allocate overhead expenditures under generally accepted 
cost accounting procedures. However, ^ese costs must not be 
altowwd to grow further, and should be rolled back to defensibie 
levels, while protecting the health and future of our sustainable forest 
resource. 

Thank you, Mr. Chainnan. 
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Sra"lTTEn BY THE HCM. BOBER? F. (BOBl SMITH 



OHiIPeTnTVE BNTERPUSE INSTmjTC 



.0^ 



^..^t- 



The Honorable Bob Smhh 



DevChainnin Smith: 

[ connnend youi ellbcti lo rMtore fiiuncial iccounMbilily lo the Unltad Sutat Fon» 
S«rvice. Whece (he USFS wu croud to cuuv dTicien minigemenl of Americui tiaiberiiadt. 
loday iU hkllmnfci ere inafHciency, Gnuicul ineqMuifibilily md wule. While New Zeiluid 
md variou* U.S. Mata bive expeiiinented with nwd mangamM ledmiquei, Ihe USFS hi* 
Mrophied md Americi'i timberlindi hive detoioratcd, Wben compared with the iimovMive 
ind cfRcieiM nonigement pncticed by ttue igencjei md ihe privite leclor. USFS 
miimmageinent ii in embimumem. We cm dehue whether eitebliihing the nitionti fomi 
■yMem wait good idea in Ihe fim piece. However, there can be no debate over what haa 
become of the national foreal system in the taat nvcral yean. 

Given the poor Rate of timber management, you an to be commended (or your effims lo 
rettoreaccount^lity and fiscal reiponiibility to Ihe USFS. YourUII. H.R. 4149. repreMntian 
imponailsupimlheroadlomorefiindamenul change. While the GAO has recommended 
significant reformi to in4)rove financial accauntabiliiy. finv of these reforms have been 
implemented, undertcoring the ne«d (or Congresiional action. Failure [oreatoreardertotha 
financial afAirs of Ihe USFS will impede the evohilion of real inilitutional refiirm, luch as 
en ir eprCTeufitl budgeting, the creation of an independent forest tnin. or devolution of 



TiacaUy, USFS mi 
inv estm ent in the long-tpm heahh of fbrewlanda ra 

thai moniea from USFS tnut Rinds an inereatingly diverted to cover buraaucntiG coats, wmca 
expanded 80 pcreent from 199] lo I99T. The GAO alto found that wbnamial cxpendihirei 
ed fbt by USFS personnel and that basic financial ttatemaiNs ar« unrdiddc. 
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lUp, Larry Cowtew. VicaCMrmM 

lUp. ClMrtnSUnlwliii.bakin| Minority htnabtr 

lUp. HaiM CiMMFMIIh OMirMM SubeoMwAM* M Forou ad ForM HmU 

S«MMr Riclwd U«v. ChdrmM. Agrkolun. NMiitiaa tad Fototiy ConaiUM 
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FOREST SERVICE 

Effect of H.R. 4149 on 
Indirect Expenditures 
Charged to Four Funds 

Statement for the Recrad by Jamei K. MeiMner, 
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Mr. CiMlniwn and Hcnbcn of the Comntttee: 

We q^nciBte the 0|]|Kxtnnltr to provide cononentB fix the record on ILR. 4149, llw 
FoKst Service Com Beducbon wd Flac^ AccwmtaUbty Act of 19961 Ourcaniimtt 
fociM on thoee provMom In ILR 4140 Ihrt woidd rednce Indfmct e^iaidltiinB |^, 
expendituree flwt omnM be Identlfled with m rin^ protect aettvltT) In imnclng the 
Netlonel Rxeat Sjatem. Our uteeinrtluiw m« <bnm fiom work Oat m hMve iieinilihil 
ovK tte peat yen on coKs In cect>ln ftmdi, Indndtac 'VitFtudfff Amd* O^e., Aside other 
Oian direct ^ipro^latfaxB such ■■ the BniA Diqiaaal nmd, the Coopenitve Work- 
Knutaon-Vrndenbers Fund - commonl]' caUed the K-V Fund, the Itefbreattfkn Tract 
Fund, end the Salvige Sele Fond),' and on the Poieat Benlce^ reepotMe (o eailler tmibig 

» RR 414h invest tn (1) ta 
Ok vidUlitr of Indirect a 
fiuKta, and (3) irtieihv dt 
reduce ovenJI Pweat S((vk« Indirect tspcndttuiM. 

In ■umnuiy, we found the fonowbiK witti resatd to ILR 4149^ tikOg tanpaet: 



'Fmat Senrta- lnrtlr»rt K»ff*n>HtiirP. fTifry^H to Fh» Wm*i (GAOVT-ItCEIMIB^ll, June 
4, 1996^ FmonSmrioe; l»>M,-rt RT.wAt..«» nh«|.rf ^ w» ift~y, (GACVSCEMB- 
164B, Htjr 6, 1996). 
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- BJL 4 Itt faidudM aevttd pmvUnM whkli iratdd hKTCMS (he iWMMr << indtawt 
exfmOHuna, Otmby wMna^ag weakneaaw w« Identified In the Rmrt Setvloe** 
minagement of Owaeexpcndltuieaduilnsptfamdttwcxk. llMaepnnWonB 
would raqolre the Poreet Serrtoe, is put ofltB budget le^Mel, to eettamte Aiture 
Indirect ezpaMUuies, cooipere tbem WdMt eiQMNdttuiw In prior rcMii md- 
Identlfir how IndlrMt ezpendituice woidd be idbcMd by m dwngca betag made In 
dcOnltloM or accountlns poKtlcw. The FUeet Servioc would deo be leqniKd to 
deveiop « (tnlegk idan fix deoca^iVtadirect expmdituiH. 

- BJt. 4149 would hnv • aibatantlal Inqw^t tti Oie Ftanat Saviofm lUUy to obWn 
Amdlng Ibr Indirect eipetidltune ftwn off-budget fund*. Kweiddiednoebtdlrect 
nvMidttun* dialled to oCr-tudSBt flmda wilMn 80 da9« of It* enactawM end 
eUmlnate offbudfet hMKb entirely *• a lUMlIng nuTce Ibr kidliBct espcnditmM 
wlthb) the aecond AiU fieca) jrear. On the barie of the indirect npcndttureadiatftd 
to four of thew ftmdi tai 1987, man thMi tllG nfilton In bidlTect aqienaiuni 
would hnw to be dminXad wtthta) 2 yean ta- Mdfled to eonw oOwr Amdlng 



- AHhoi^ HJL 4148 woidd natrict ftmbig MMirctsthe Foreat Senlce cmM-«w to 



ovnaB IB unkMHm. HA. 4149 ptoTldaa dtt Pionat Sntaa wMi 
btkowtt could neet flic reqiAwddtaakMllon of Mkaet 
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charges from off-lnidget funds. Our previous work has shown that 0ie Forest 
Service has used such QeilbiUQ' to comply wtth (Ondinj restrlctliHU without 
actually reducing costs. Rather than maldtig reductitKis, the Forest Service tias 
redeOned the costs or shifted them to another Amdlng category. R ts likely that 
similar redefinibons and shlMng will occur in this case, gvm (he atiort time frame 
allowed to reduce indirect expenditures, the magnitude of the reductlMU required, 
and the dIfBcult; of eliminating aome expendltuies the Fewest Services places tai 
this calegcny, such as Otoee for rent, utilities, and c(wtputets~«D of whidiaie 
common expenditures associated with Forest Service ixogruns. 



llie Forest Seivlce generally obtains its Amding partly from apprcprialiona made directly 
by the Congress and pardy from tniK and odter (Imda established to cover certain 
activities sudi as reftueatatlon, bniA rHnoval, snd sales itfMhn^ timber. Them other 
Amds are referred to as off-budget funds because they are not annually q>prDpilated. 
Etalher, they are trust funds or permanent appnqirlatlons administered by the Fmeat 
Service, main each ftmdlng source, the Forest Service places Indirect eipcnditivea Into 
a q>ecific account (br Indirect Support ActtviHes.' Ibe ForeR Service HandbotA 
explains that expendltarcs to be included In this account ate those expetidltures that 
cannot be readily identtlled qiectllcally wldi a Aigle prqfect actMly In a feariUe 
manner.' Fbr exan^e, forest aiqjervlscin tatvohred with ovnall KhcM management would 
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diarge tbdr tline lo Indticct aappatt BCtMtlea, irtietcu itiO prepntaig a tinibtf atle 
would chnge their time to tti>tq>ecillc prq)BcX. 



Hie Ponst Service's guldince caDt tot Including the fciUowlni thi«e cat^oriM of wurk 



- Line manatement. Tliii calegoiy is far costa related to Bne <AcaB and fl>^ 
IdenHlled Buppoit bIbII, Une dBixa Include district langen, forest sqteivlBoiB, 
regional toresteis, and q>eclflcalbr named Washington Office posHionB. CoMa tfiat 
can be aaalgned Include salary, travel, training, vehicle use, and secretarial support 



providing apacB and a woridng environment for employees. It Inchides sodi costs 
as Aose lot rait, utilities, conununicalions, radio, office attd computa equipment, 
mall and postage, office siqqtUes, and forma. 

- Program ai^pport- llita category la for costa to coonUnate, ■""'*fl°. and/or execute 
a program, btwincaa actlvltle*, communtQ' involveinent, and ctHnnran aeivlca 
acthrlUes. It mdudes the silvy, Invel, lialnliift and vehlde nae of emdoyees 
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For thla tottmony we concentrated on four ofNiudget IUnd»-the Bni^ DfqiaMl Ftmd, 
the K-V Fund, the Relbreatalioa Trust Rind, and the Sringc Sale Fund - these are 
described in appendix I Ccdlectfvdy, these four nmds accounted Ibr about MOO mtlbon 
in total expenditure* In Ibcal year 1997. As repnted liy the Fraeat Seivtce*, mdltect 
expoidltures accounted for more fiian 20 pocent oT total eipewlilimi In all four Amds in 
fiscal year 1996. See appendix n for a sununaiy of the indirect eqierKHtures made In 
eadt of the four tmd» for Ascal yean 1993 Ouoi^ 1997. 

H.R 4148 WOULD INCREASE VlBllfflJTir 



RR 4149 contains aenal pnrvislons that would increase the vialliUlty of in 
expenditures. Among tl>e main pfovMcn* are Ote Cidkiwin; 



-Aa part of tte annual budiet request, a dladosure Identifting indirect expenditures 
liy Une Item w pro-am and nmipailng tttem wltti e:qMndttures for On past 3 yean. 



- An addendum ta the annual budget request that would IdenlUy changea in tt 
deOnitkin trf or the meSiod of accounting for Indirect expenditutM. 



*As we have reputed previoualy, we conttnue to h«ve CMicetTW about the leliabUiqr of (he 
Forest Service's llnancUl InfoimaUon in gaieiaL Some areas of quesUonalile reHalrility 
include real piopcit!/ valuation and revalue accounting, irtiich may not affect the data 

used in this statement Wt- nwi.nU« rmnrtwl nn IlifUff itmnmn In FnrMf ftwuir*- SMiH. 
nf Profrea. Towml Flranriid Acnmntabilitjf (GA0/AIHI>«&«4, Feb. 27, 1998). 
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- A stntegic plin diU would Include a sdwdule for dimlniUng faKUnct expendjturea 
frDm oB-lnidget Itmda and a framework for eatabttahlng and achieving a Er-year goal 
for reducing indirect expenditures for ea<4i FweM Service program. Washington, 
regional, forest, and ranger dlsOict cdBcea would all be lequlTed to raduce their 



Each of these provisions would req^^ to weaknesaea that we have fakntilled In the 
Forest Service's management of oft-budget furtds during prior audit work. During Dscsl 
years 1B934T, the rorest Service initiated many ctunges fai how It accounted for Irtdlrect 
expenditures, such as changing the definition of them and reclanlQ4ng how eqiendtturea 
were charged. While the Forest Service has reported what was covered under differed 
indirect coats with each redeflnttioii, It has not made a practice of IdoiU&lng how the 
deBnUlaiia <dianged bom year to year or the dcdiar impacts of flie changes. Even fliou^ 
diese changes produced slgnlOcsnt Increases bi indirect expenditure rates and In the 
amounts of these expenditures charged to flie funds we reviewed, Forest Sovlce <rfOclalB 
responsible Ics' program develcqiment and budget, financial management, and forest 
managemmt were generally urwware of the Increases that had occurred because ttiey had 
not monitored ttie lncre*ae in IrKUrect expcnditur«s. 
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BLP. 41^ WOULD SUBSTAWn AIJfY RRVISIt 
PORRgr SEHyiCEB SOURCES (jMi- 

FTnmMG FQR INDIRECT EXHomrniRB a 

As pn^Miaed, HJt. 414S would have an Immedltte effect on the four oBtaidSEt fUndf we 
examined. It ttmtta bidlract expenditures in offbuitcet fttnte to no mote than 20 percent 
of total expenditure* within 90 d«a<rf lis enactmait In Bacal year 1997, all four IbndB 
had indirect expendlniK rate* alxwe thlt threshcdd. If ttiedeflntUcn of Indirect 
expenditures ronained tlie aaoK and cuirent expendttim paltenia coitfinued, aoiM actka 
to reduce « rsdaaelfr Indirect eq>endltuica would be necessary inunediat^. Hon 
BiffiUlcantlf, HR. 4148 would requite fltat all Indirect expendtturea from off-tHtdget^Ainds 
be totally dlminated by the end of the second full fiscal year atta cnactniaiL Tills 
icquinnient wouM riimlnatB the Forest Seivlce's practice of diarging the off-tiudget Antdi 
whh Indirect eqtoiditurea, which in fiscal 19B7 ainowited to llie mllUan. 

These new Umltatlons would aubatandally altei Uie lienda we have obawsd In tlwaa 
funds. For exanqde, for fiscal yeaia 1993 ttimutfi 1S97, as total axpndtbma from the 
Brash DIapoaal Fund were decreadng tnm I3B^ milUon to $21.8 mimon, indirect 
ex paid l tutes rose from f!3 milUon to $7.5 milUon, or fiom IS percent lo 34 percent of 
total expenditures. For ttie Salvage Sale Fuftd, when total expendttura loae ftocn 1144 
mllKan In fiscal year 1908 lo USD mlUlon In Bscal jraar 1097, the IndliMt expenditure aOt 
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■bo tnoMBed. Flor lhe9d*a(e8deniitd,lnttMS*xp<Milt>ii«aroKftani$21Aiiaiioo 
In 1993 ta tGD.l minkn in ia97, n from Ifipcrcent to 28iMR»ntariotdexptndltltn«. 



ILR. 4148 WOi nJI AUtm im 

ynimsT srrvjce 8tJBST*wTi*i. Figynm.m' 

M smPTiHr, iwrnRBCT CTPBwnrnnma 



Beyond riKomaglng the um of |»tvate-MCtmrcM)lr«ctom to improve coaMftectivenes 
of Fongt Service [mffvnB, RK. 4149 does not Identliy ttw vedfic acttcM the FbieM 
Service dioiild take to reduce or dlmlnate indirect chartea to alFliudeet fimda. AHhoogh 
coaMfDdency eflbits ml^ reduce bidtrect e^vcndttures, the PoicM Scnlee couM not 
■liniriy dmlnate all of the kidiiect charjea it currentlf makes to Itieae iilTloilgiil (Undt. 
For example, expcndltuna for ran, utilities, pmgttta sniqiort, computer eqidpment, tad 
Une management are all daarifled aa indirect expcndltmea tmleM they can be dliecdr 
attributed to a qiedflc project TO ttie extent that ttwae expendttures wouM oondnue to 
be incmred to (Uivort Ftanat Service proffamih they wHl need to be ahUted to other 



In pievloua waA, we (bond that when EKed with req uii e n ie i ita to cut certain ^pea of 
vending, the Ftnot Service genetallr nqkonded by ledefbdng fte Itenw to be biduded In 
ttie coat cat^oiy or moving the esUMftdlUiiei ao that (hey wvk paid trom some oOwr 
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dtaigMMmw. B; Uiing these wpKudtea, ihe F^not Sovkx WM aUe to CMnply wUh 
h Tcstrlctlom without actually ledodng coats, a* ttieae examidea ihcnr. 



directed the Forest Sentce to Umtt iriiat ft diaijea to gownl idinfnWntion-* 
budget Une item fot ceBaln line man ig emwit, ailiiiiiilatiaHvg aqyort, and ftwimow 
aenrtcea. Fnm Oacal yen 1962, when ttte Umttatian waa tint apidled, thnoflh 
final year 1996, the Une Item decUned by 32 penxnt In contKtf doOan. While the 
Une Item hai dedined, total coats were not ehnva lotuecd. One o( the ways that 
Uie Ftoraat Seivlce has been tfUe to comptr wMh ttda TeaMetloa la by Kdeflnlng and 
moving coata, prevloudy chafed to gennl admbitatnllan, to othci expemBtme 
categories. For ezamide, In 1996, genatal a ilmini at iat ton funded Regional Poieatcn 
md Deputf Regkmal FM«8l»a. fri 1997, only the Reglcmsl Foieater waa ftmded by 
gownl adminiatTaUan. Staidlariy, nnger district aqlport Amded by genenl 
adminlMiadon was nduced frmn op to lh« poalllona in 1969, to mm poatHon tai 
1996. nMaepoaltlona wen not neceaaarilyeltniinated, only their dlglbflUrbr 
funding tfuoogh genetal adminMralton. For thoae podtlona lemoved fton ttnoal 
adminlabatlon, ahemattve funding aowcea ne e ded to be RmdmL 

- In a diacnsrian about openttara of Oic Fweat Serdce^ Alaaka ngkn In the 
cottfennce rqwrt fbr Out Forest Serrfae's fiscal ya«r 1006 apptopOUianm, the 
conferees expteased concern "about Ae appcaiance that espcwHlDrea Ibr regional 
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oOce openttons Mtd coittiltaBd fisM call (fiaA liid OMHltr b«n ngionwU* 
bcndlta) line iImr atydficuifljr ■■ a prafwcttan of H»ml ■ p p c oi th ted fundi linee 
1993.* As a reauU, In the appropTiatioM act, Ac CongreM Hmttcd (he AlMln 
regkanl oOce's budget fCr ngkml operaUons and oentnUMd Add coab ta HTJi 
minian (wtdwot SI daja pttor nottca lo Ca«fmaB)-a conBaM wHti the IBBT 
■Dcaatlan o( •28.6 miman aid the pnUmiiHiy 1906 bud«« ■Oactftan of 128^ 
mlUan. Hie Abda Raglan did not IdtMlb any actual coat ndoctianB Hut woe 
neccaaai; lo coRvlf wltti ttw Umltatkin. It dtodmlad the acoouM Idr cennraltaad 
fleM oOce coOs and aDocatad the Amda dlreeU]' to the Odd oOlcaa, awaiated one 
of Kb ot^nlnticni) imltB away tnm the actniBit tx ngkml 



HJL 4149 «tMan to aBow flu Ftanot Senlce nnKh of flila MUM IhniUUr bi Nvondtag 
to Bia le^itrawB i t to diirii^e faidlmct eitpendttmaa ftcm ott- b udfBI ftm^ EB.4U9 
doM nqiAc tha Fbtaat S«vloe to exptadn (he effiMt of Hv dMMgi It nakaa In the 



H i p t tj t h . Omn the feavonatce of aome of (he Kama eunenfly ktdodad la the eaiwy 
of Mtan« cqnMlftmM, It wodU viwr >kdr 1tM> the Itanat amiea wa MHtRM to 
■ dn wp l fa acml nimeaa m to obm» caW iM tl i rt ia. 



Digitized by GoOt^le 



bi summaiy, RR 4149 would increase Ihe vlsibili^ of indirect e]q>enditures, both within 
the Forest Service and for the Coaffeaa. deviously, the luge increaaea In Indirect 
expenditures had little vIMUlily wlOln the agency, and therefore Utde attentkni was 
placed on reversing the trend. If thla Ull to enacted, ttuUfect espenditurea ind indirect 
expenditure rate* will become public At the same time, eliminating off-budget ftmda aa 
■ huiding BouTce fur indirect expenditures Is not the same aa eliminating the expenditures 
themaetvea. Some of these coats would continue no matter bow emdent the Forest 
Service were Co beoHne. RR 4149 would allow the Fewest Service substantial flexibllllv 
In how it meela the limitation and It ia silent on a goal for actual coat reducdcMis. It la 
left to the Forest Service to develop a plan for actual cost reducUtm. lite reporting 
mechanlsma built Into RR 4I4S would provide greater liudght Into bow the Forest 
Service ia going about this task than has been the case in previoua congreasianal attempts 
to limit paitlcutar Qq>es of Q>endtng br the Fweat Service. Iliat greater insight, however, 
will not minimize the dUDcuKy ot actually reducing Indirect expenditum. 
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DESCRIPTIONS OF THE FOUR FUNDS EXAMINED 



A pennuKnt appn^itlatlon that uses depoalta from ttmba- pnrdmen to diqiaae tA bnirii 
and otfier debits resulting from Umber hMVMt It wuauthottwd by the Act oT August 
U, 1916, dL 313. 39 StaL 446, M amended. (16 U.S.a 490) 



r-nrniwallvf! Wnrit-KnuMn 

A bust ftmd that uses depoeitB made bn timber p mchas t M to ralSDrMt tindwr sale areao. 
bi addition to planting, these depoalts may also be used fw eUmlnatlng unwanted 
vegetation on lands cut over by the purchaaen and for protecting and improving ttie 
future productfvtQr of the renewable resources on forest land in die sale areas, Including 
sale area Improvement operations, maintenance, constmctfon, relbrestation, and wildlltfe 
habitat managemait. llie Amd was auOicKtaed tv On Act of June S, 1S30, di. 416,46 
. (16 use. ETfrSTOi) 
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A trust fund thai uses tailfb on Imports of solid wood products to prevent a backlog In 
reftHTMalion and Umber stand Impiuvemait work. It was authorized t^ sec 303 of the 
Recreationa] Boating Safe^ and F^dllUes Improvement Act of 1980, PubX. BM61, M 
SUL 1983, as amended. (16 U.S.C. 1606a) 



A permanent an>nq»lalion that uses receipts goierated by the sale oTaahage timber to 
prepare and administer future salvage sales. It was authniied by sec 14Ch) of ttie 
National Forest Hatwgement Act of 1976, Pub.L 94-688, 90 Slat 2949. (16 U.S.a 
472»(W) 
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